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JAN HENDRIK HOFMEYR 


HERE are signs in South Africa already that Jan Hendrik Hofmeyr 

will grow in stature and influence after death. “He was South Africa’s 
conscience”, said General Smuts the other day. And though South Africa’s 
conscience sometimes appears to work sluggishly, it is not dead. 

It was stirred by the ugly riots in Durban. On all sides one heard the 
question : “What would Hofmeyr have said about this?” The answer was 
nearly always the same: “This is the very thing against which he warned us 
for more than twenty years. He would have called it the inevitable product 
of racial inequality and disharmony.” 

“‘He would have been right. . . .” 

Had Jan Hofmeyr been alive, the conversation would have been a little 
different: “Oh, I suppose Hofmeyr will tell us that this is the inevitable 
product of racial inequality, intolerance and so on.” 

“In principle, he may be right, but he’s twenty years ahead of the 
mes...” 

Poor Hofmeyr! He was always “twenty years ahead of the times”. The 
phrase came to jar him to such an extent that if somebody mentioned it you 
could see the muscles near his temples flicker—the only sign of irritation he 
ever gave. Two other words he came to hate were “moral rectitude”. They 
were always being flung in his face. 

“Morally, of course, Hofmeyr is right, but the trouble is that he’s not 
realistic”, or “he’s no politician”, or “of course the Platteland wouldn’t 
stand it”. 

Sometimes he longed to be accepted as an ordinary human being, and the 
interesting thing was that he was much closer to the man in the street than 
most people realized. No matter how the tide of political fortune flowed— 
whether he was in the Cabinet or had been thrown out of the Party caucus; 
or whether commerce was after his blood, or the press carrying on a vendetta 
against him—his middle-class constituency of Johannesburg North stood 
loyally behind him throughout his parliamentary career. At the last general 
election he was returned with the highest majority of any candidate on the 
Witwatersrand. 

Wherever he went, in the cities or on the backveld, his meetings were the 
best attended. He was devastating in repartee, and politically minded South 
Africa loves nothing better than a wordy duel between a quick-witted orator 
and the team of opposition questioners which trails round after every 
candidate. 

But feats of mental dexterity and flights of oratory are quickly forgotten. 
The reasons why Hofmeyr’s name will live on and his stature continue to 
grow are perfectly simple: he appealed to youth, and he always took his 
stand on principles. He identified himself closely with the younger genera- 
tions, from the Boy Scout movement, in which he was a scoutmaster, to the 
schools and colleges where he was constantly giving away the prizes, and to 





104 JAN HENDRIK HOFMEYR 


the universities where he was completely at home. In his will he left most 
of his savings and his books to the Witwatersrand University. 

In some curious way he had a powerful hold over youth. At a scouting 
camp he would keep a ring of eager youngsters spellbound while he talked 
about South Africa. At a university graduation ceremony not a sound 
could be heard other than his clear, ringing voice with its call to service. 
Youth is idealistic, and he spoke always on a wave-length which youth 
understood. 

Jan Hofmeyr has gone, but he has left his disciples all over the Union. 
They are the thinkers, the men of action, the politicians and statesmen of 
to-morrow. Jan Hofmeyr died when the tide of liberalism was at its lowest; 
when White South Africa seemed bent on a policy of repression, and Native 
African leadership was talking of an end to co-operation. When his death 
was announced it seemed to hundreds of thousands, especially among the 
non-Europeans, that the last flicker of reasonableness had gone out too. 
This led to a mood of heart-searching, and already there are signs of public 
reaction. The spirit of Jan Hofmeyr will brood over the coming provincial 
elections, which are to be fought on racial attitudes, and the results may well 
show that the tide of liberalism in South Africa has at last turned. 


South Africa 
February 1949 





ATLANTIC PACT AND WESTERN 
UNION 


THE CHALLENGE AND THE RESPONSE 


OX February 13 two notable sermons were preached from English pulpits. 
The Anglican Archbishop of York denounced the mockery of justice at 
the trial of Cardinal Mindszenty in Hungary. The Catholic Archbishop of 
Liverpool pleaded the cause of the fifteen Protestant pastors awaiting similar 
trial in Bulgaria. The occurrence admirably illustrates the closing of ranks 
by all who are conscious of the historic unity of Christendom, which was 
apparent when that unity was challenged by the revival of paganism in Nazi 
Germany, and which is still more conspicuous now, under the threat of 
aggressive Communist materialism. 

The universal expressions of indignation in the Western world during and 
after the Cardinal’s trial clearly indicated the sense of what is, on its political 
side, the essence of the European tradition. It requires the constant assertion 
that there are loyalties of the human conscience which were not created by the 
State, and with which the State has no moral right to interfere. This is the 
indispensable principle of liberty, which has been worked out in centuries of 
rivalry between Church and State, but of which not merely religion, but all 
the arts and all the sciences, indeed all the institutions of civilized life, are 
now the beneficiaries. It is the belief in all the principles linked with this 
central liberty that now provides the foundation of unity for the Western 
nations; no such foundation can be provided, as proposed by Dr. Hugh 
Dalton, by the common adhesion of governments to Socialism or any other 
ephemeral political creed. Indeed, to attempt to postpone Western Union to 
the establishment of Socialist administrations in the constituent countries is 
to adopt for the defence of Western civilization the very principle of pez- 
manent single-party rule from which the present challenge comes. 


Party Government and the Assembly 


ie is not clear at the time of writing how far Dr. Dalton’s personal line of 
thought is to influence the mode of British participation in the newly 
created Council of Europe. No argument can arise about the Committee of 
Ministers, which is the organ of the Council charged with direct international 
planning, and which therefore necessarily and rightly will be solely representa- 
tive of responsible governments in office. The debatable question is that of 
the Consultative Assembly. It was understandable that in the preparatory 
stages the weight of British influence should be thrown against the creation of 
any such body at all. There is a long-established British dislike, fortified by 
much experience, of representative bodies which possess neither legisla- 
tive power nor executive responsibility, but merely facilities for acting 
as a debating society. Other nations, however, with an equal stake in the 
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tradition to be maintained, think differently, and the debating society is to be 
instituted. The British Government, as the condition of their assent to its 
creation, have caused to be inserted in its constitution a provision reserving 
to each constituent nation the right to determine for itself the method by 
which its delegation shall be appointed. From most of the continental States, 
which are habitually governed by coalitions, it seems certain that the delega- 
tions will either represent all the parliamentary parties in proportion to their 
strength, or at least the several parties which share in the administration. 
The custom of the British party system, with two homogeneous parties 
alternating in office, would provide a logical justification for sending a 
delegation consisting solely of the representatives of the party in power; and 
such is reported to be the Government’s intention, though as yet undeclared. 
It would, however, be out of harmony with the character of the Consultative 
Assembly, as it appears to be forming itself; and it is to be hoped that the 
British Government will not stand thus rigidly upon its rights. 

What is the purpose of this Consultative Assembly? Not, surely, to dupli- 
cate in vaguer discussion the proceedings of the Committee of Ministers, over 
which it claims no control; and not ‘to present petitions to that Council, 
which itself is not invested with any legislative authority. The larger purpose 
it is intended to serve must presumably be to provide a political focus or 
rallying-point for the sense of a common character or interest which is shared 
among all the Western nations. It is relevant first and foremost to the con- 
flict of cultures which underlies the whole economic and potentially military 
rivalry between the totalitarian and the liberal worlds. It is true, as Mr. Eliot* 
has lately reminded us, that culture cannot be planned, because a culture is 
the whole background which unconsciously conditions the thoughts of the 
planners. But it can be exercised, and by exercise developed. ‘The Consulta- 
tive Assembly, it may be supposed, will conduct their debates in broadly 
political terms. Their most useful function, nevertheless, will be to build up 
in the minds of the peoples who follow their proceedings a firmer conscious- 
ness of their mutual affinities in all departments of life and thought. That 
consciousness is the indispensable condition for united action by the peoples 
against any threat, economic or military, to their way of life. The organ 
which is to promote it, therefore, will be the more effective as it is felt, like a 
national parliament, to represent all strands of opinion, and not only those 
which for the time being prevail with the majority. 

There is a further argument for the principle of all-party representation. 
For reasons of which all Europeans are painfully conscious, though they are 
commonly underestimated by Americans, it is impossible at present to intro- 
duce the principle of federation into Western Union. The constitution of the 
Council of Europe makes no approach to the pooling of sovereignty. It will, 
however, be closely watched by the federalists, and particularly by friendly 
critics in the United States. Now it has always been a vital part of the federal 
argument that, when once a federal assembly has been created in Europe, 
international rivalries within it will be transcended by the development of 
true political parties, each party drawing its adherents from all the constituent 

* T.S. Eliot, Notes Towards a Definition of Culture (1948), p. 94. 
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states—that as with Republicans and Democrats in America, so in Europe, 
French, German, Italian and English Socialists will sit together on one side 
of the House, while Conservatives of the same mixture of nationalities will 
oppose them. This prognostication leaves the opponents of federalism 
unconvinced. The new Consultative Assembly should provide at least an 
opportunity to put it to the test, provided always that no attempt is made at 
the outset to give to each or any national delegation the shape of a ready- 
made partisan group. 

The Committee of Ministers, which is neither a Cabinet nor a Legislature, 
but rather a Diet in which plenipotentiaries can confer without compromising 
the mutual independence of their governments, may be expected to carry 
forward and extend much of the good work already initiated in the Organiza- 
tion for European Economic Co-operation. In the longer vista, which looks 
to the regeneration of western Europe asa living and self-conscious organism, 
and not a mere temporary alliance of discrete communities, the guiding ideal 
to be set before the Council may well be the elimination of all the obstructions 
to human intercourse within Europe which have been erected since 1914, 
from the apparatus of excessive tariff barriers to the petty annoyances of pass- 
port regulations and currency control. The breaking down of dividing walls 
within the Western culture must proceed simultaneously with the fortifica- 
tion of the battlements that protect it against enemies without. This is now 
to be the purpose of the Atlantic Pact. 


The Atlantic Pact 


INCE it is possible that the terms of the Atlantic Pact will be made public 

between the writing and the reading of these pages, it would be inappro- 
priate here to speculate upon its probable organization in detail. It may be 
assumed that the Brussels Treaty if not formally abrogated will become for 
practical purposes merged in the larger agreement. The adhesion of the two 
great Powers of the American continent, the United States and Canada, will 
reconstitute the great concentration of potential military strength which en- 
sured the survival of the beleaguered Western States after the German con- 
quest of Scandinavia, the Low Countries and France. If such a concentration 
had been visible in 1939, or better still in 1938, it is unlikely that Hitler would 
have dared embark on his career of aggression. This is the justification for 
the Government of so profoundly pacific a Power as the United States to call 
upon their people to break with their whole past tradition and engage them- 
selves in close European alliances, which they must be prepared if necessary 
to maintain in war. It is true that the Pact must conform with the require- 
ments of the American Constitution, which do not allow the President and 
his Government to commit themselves in advance to go to war without the 
assent of Congress. But no one in America is unaware that, by becoming the 
armourer of Western Union and the leading planner of its strategy, the United 
States incurs moral responsibilities which in an hour of emergency Congress 
would certainly not disregard. By signing the Atlantic Pact the United 
States will step irrevocably into the arena of Europe, will affirm its full 
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membership in the threatened western civilization, and with that membership 
must by virtue of its power accept also a leader’s. responsibility. 

Once founded, the security system of the Atlantic Pact, though it need not 
be co-extensive with the political system of Western Union, is evidently des- 
tined to expand. An article elsewhere in this issue points out with some 
force that the common interests which link the nations round the North 
Atlantic Ocean converge again upon the Persian Gulf; and that there also they 
find themselves in proximity and rivalry with the same Soviet power whose 
antipathetic policy confronts them in Europe. If the Pact leads its signatories 
towards a common policy in that Asiatic region, it will also give occasion for 
support from other member nations of the British Commonwealth besides 
Great Britain and Canada, which are among the founders. In Europe the 
position of such Powers as Portugal and Italy in relation to the Pact may be 
left to future development. In the weeks preceding its signature diplomatic 
interest has been concentrated upon the question whether all or any of the 
Scandinavian kingdoms are to be included. If the aim is to hold for 
Western civilization all the coasts that encircle the North Atlantic, then in the 
age of rocket projectiles and ocean-going submarines the long littoral of 
Norway, which overhangs and menaces the British Isles, is of major concern 
to the whole alliance. The objections of the Soviet Union to Norway’s in- 
clusion in the Pact can be and must be disregarded by the founding Powers, 
who have a right to claim recognition of their purely defensive intent, of 
which they have given evidence by publicly declaring that they claim no 
right to set up strategic bases on Norwegian soil. At the same time it is easy 
to understand the anxieties which trouble the Scandinavian countries by 
reason of the Russian protests against their adhesion to the Pact. The com- 
promise project attributed to the Swedes, however, of reviving something 
like the eighteenth-century conception of the Armed Neutrality of the North, 
is an anachronism whose inadequacy to the modern age should have been 
made apparent once for all by the fate of small neutral countries, including 
Norway and Denmark themselves, in the terrible cataclysm of 1940. The 
very conclusion of the Atlantic Pact is an acknowledgement of the melan- 
choly but inescapable fact that the world to-day stands divided into two 


armed camps, and there is no safety for small nations in any neutral ground 
between. 


Germany and the New Europe 

HAT this dichotomy of the world should be accepted as permanent is of 

course not to be tolerated, although its persistence for a long period must 
be regarded as inevitable. Both politically and geographically, the disputed 
territory between the two antagonistic cultures consists of conquered Ger- 
many. Since the end of hostilities the continuous movement has been to- 
wards a more and more rigid bisection of the country, which for the time 
being must be carried farther when the communization of the eastern zone 
is matched by the erection, probably in June, of 4 central parliamentary 
government for the West. On the other hand, few will doubt that the 
natural urge of all Germans towards national unity will ultimately prevail 
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over the disruptive effect of the occupation. In the process of the final recon- 
stitution of the German State will be involved the supreme crisis for relations 
between the Soviet empire and Western Union, and possibly the final resolu- 
tion of the world-wide schism. 

Soviet policy in the long term seems clearly inspired by the hope that the 
gravitational pull of the eastern zone will eventually draw a reunited Ger- 
many into the Soviet orbit. It is no doubt for this reason that such strenuous 
and unscrupulous efforts have been exerted to gain undivided control of 
Berlin, with the expectation that the prestige of the capital in the West will be 
decisive in the struggle for dominance of Germany as a whole. It is implied 
that the consolidation of Germany must again be directed in the twentieth 
century, as it was in the nineteenth, from Prussia. Whether this is or is not 
true the Western allies could not safely have allowed the Russian plan for the 
annexation of Berlin to succeed; and by the great effort of the air-lift it has 
now been thwarted, perhaps finally. At the moment the initiative seems to be 
passing to the Western side. The object of allied policy must evidently be so 
to direct the growth of German self-governing institutions that when the 
time comes for national reunion the liberal influence of the West may prevail 
over the rigid dogmatic system imposed upon the eastern zone, even though 
the eastern capital may again be destined to be the seat of government. 

An examination of the process of partial emancipation now going on in the 
western zone is printed elsewhere in this number of THE Rounp Taste. As 
is there shown, the new constitution is being shaped by the interaction of 
two partly antagonistic requirements—the demand of France that Germany 
shall be weak, in the interest of security, and the demand of the United States 
that Germany shall be efficient, in the interest of economic recovery and the 
success of the Marshall Plan. The resultant will be the constitution of a 
federal system, with large powers reserved to the separate states. If the 
designers of the constitution can win such spontaneous co-operation as will 
evoke the latent local patriotism of the historic principalities of the German 
west, there is hope that these ancient states re-born may participate in a true 
renaissance of the more pacific and creative German culture. Their develop- 
ment has to be watched with regard to the necessity of first drawing western 
Germany into the comity of the liberal nations, in order that the western 
Germans may eventually exert an influence over their eastern compatriots 
that will win them back for European civilization. 

Germany, it is clear, can have no part in the Atlantic Pact. The voices 
already being raised in favour of rearming the western Germans speak in 
plain disregard of the most recent lessons of history. The military defence of 
the West can for a long time to come look to Germany neither for fighting 
manpower nor for armament, but at most for the economic support of her 
civilian production. On the other hand, it is vital that Germans shall be 
brought as quickly as possible into full participation in the movement for 
Western Union. There are considerable objections to admitting the federal 
government of western Germany, now in course of erection, into the Coun- 
cil of Europe. In the first place, it is not designed to be a permanently exist- 
ing state, but only an interim device for facilitating the conduct of affairs 
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common to the three western zones, pending the time when the reunion of all 
Germany can be consummated. Secondly, the inclusion in the Council of a 
State large and populous enough to overshadow several of the small Powers 
which so recently suffered under German occupation would still be resented 
and even feared. On the other hand, the constituent States, which would be 
units comparable with Belgium, the Netherlands or Norway, and which 
might look forward to retaining their permanent identity in a federal Ger- 
many of the future, would be open to neither of these objections. Through 
their individual participation in the work of the Council of Europe, and 
through the intercourse of peoples which it will seek to foster, the life of 
western Germany may perhaps be rewoven into the ravelled fabric of 
Christian civilization. Moreover, if the federating States establish themselves 
as the channel through which the revivifying influences of Europe flow into 
Germany, while the central government exists as a temporary administrative 
convenience, there is the less danger that this government may become so 
stereotyped that its ultimate fusion with that of United Germany becomes 
impossible. For the sake both of United Germany and of United Europe a 
certain fluidity in present German institutions is not the least desirable and 
important of the objects that may be served by the Occupation Statute 
that the Western Powers are now engaged in drafting. 





AN AUSTRALIAN VIEW OF EMPIRE 


As is stated on the fly-leaf of each number, THE ROUND TABLE is @ ¢o-operative enter- 
prise conducted by people who dwell in the different parts of the British Commonwealth. 
In Australia there are two organized groups of these collaborators, with headquarters 
respectively at Melbourne and Sydney. Each group has held a series of discussions on the 
issue summarized in THE RounD TaBLe for March 1948 in an article entitled ‘Two 
Views of Empire’, and debated in a succession of articles which have been republished in 
pamphlet form under the same title. The conclusions reached have been communicated to 
the Editor in memoranda, of which the first received, that from Melbourne, is printed 
below. The views of the Sydney group will be published in a future number. 


E have given careful consideration to the material which has so far 
appeared in 1948, on the general question of the future of the British 
Commonwealth of Nations—in both its internal and its external aspects: 
namely, the first three articles of the March number of THE Rounp TaBLe, 


and that on “British Commonwealth and Western Union” in the June 
number.* 


We endorse as agreed principles— 


(1) faith in the ideals of the British Commonwealth; 


(2) the urgency of finding means to ensure that the British Commonwealth 
shall act as a unity in world affairs—in peace as well as in war. 


The main part of this contribution to the discussion will be concerned with 


the second of these principles (in which, however, members questioned 
whether the word “ensure” did not say more than may be possible of 
achievement). But, as the common “ideals” are the indispensable basis of any 
effective “unity”, it has seemed to us advisable to preface our contribution 
by some reference to those ideals (as incidental to the subject-matter of the 
articles; see, in particular, p. 519 of the March number). 


Freedom and Liberty 


HESE appear to be summed up in the two cognate conceptions of free- 
dom and liberty: personal freedom and civil liberty—both to be conceived 
positively, rather than negatively. 

In 1763 Benjamin Franklin wrote: “The seeds of liberty are universally 
found there [viz. in Great Britain] and nothing can eradicate them.” The 
basic human freedoms being freedom to think for oneself, and freedom of the 
will—freedom to act in accordance with one’s own choices and decisions— 
we, as a people, believe in maximum freedom for the individual, consistent with 
that of other individuals : freedom for each to live his or her own life, in so far 
as that is not in conflict with like freedom for others; and we conceive civil 
liberty in terms of laws and institutions designed towards that end. Also, we 
see the right relations between different peoples as an appropriate adaptation 


* The September number adds to the argument nothing which affects essentially such 
contribution as is made by this communication. 
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of those same basic ideals: individuals being basic and primary; peoples— 
and nations—secondary and derivative. There is much evidence that the 
Australian people—like the British of the Homeland and their kinsfolk of 
U.S.A.—see life essentially in such terms: being prepared to fight—and, if 
necessary, to die—in defence of just such freedom; and, in these post-war 
days, reacting firmly against whatever seems to them to savour of undue 
regimentation in their domestic affairs.* 


Democracy and Self-Government 
ELF-GOVERNMENT—-so soon as a people is reasonably capable of 
governing itself—seems to be implicit in these ideals. But the British 

conception of self-government—in terms of representative parliamentary 
institutions—is being widely challenged to-day by other forms of so-called 
“democracy”, and appears to be in need of thoroughgoing investigation—in 
the light of widespread experience of democracy (in many countries)—in 
order that it may be re-established more strongly than ever. This has an 
important bearing on the solution of the problem of the future of the 
British Commonwealth. The existing technique of parliamentary democracy 
seems to become less efficient with the growing complexity of economic and 
political affairs; and the Socialist type of government, in forging new 
techniques in Australia for the purposes of its conception of Party govern- 
ment, appears to have departed too light-heartedly from certain great 
principles of the parliamentary structure, hammered out in the long and 
hard experience of the Mother of Parliaments (itself, in these days, suffering 


a good deal of embarrassment from the complexities of modern government). 

The importance of such considerations is immensely enhanced when we 
begin to think of parliamentary representation in a widely dispersed federa- 
tion of peoples. Democracy ona scale wider than the nation—even far short 
of the scale of “world government”—seems to need the most thorough- 
going research before it can be contemplated, with any degree of confidence 
in its effective and successful working. 


Organic Union 


E have examined and discussed “the case for organic union”, as set out 
in the March article ““Untempered Mortar”. With the statement by 
its writer of the seriousness of the present situation we find ourselves in 
general agreement: viz. in what appears to have been the gradual disintegra- 


* It is recognized that what can be stated with such apparent simplicity actually involves 
tremendous practical issues: the qualification of “maximum” by “consistent with . . .” 
obviously poses for us, within the compass of a phrase, the whole complexity of the 
problems of economic and social order; but that very complexity makes it, perhaps, all 
the more important to formulate (if one can) a simple, “agreed”, guiding principle. One 
member quoted Rousseau’s Social Contract: “the problem is to find a form of association 
which will defend and protect, with the whole common force, the person and goods of 
each associate, and in which each, while uniting himself with all, may still obey himself 
alone and remain as free as before” (or, should it be, more free? Perhaps the Book of 
Common Prayer has the answer: “Whose service”—the service of the right and the good 
and the true—“‘s perfect freedom”). Another member quoted from Fichte: “He only is 
free who wants to make all those about him free.” 
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tion of the structural binding matter of the Commonwealth, culminating in 
some kind of tacit “decision to discontinue” the Imperial Conference “‘for 
the future”, and in lack of adequate Commonwealth “unity of action” in the 
early meetings of the United Nations (Australia being by no means blameless 
in this regard)—so that onlooking nations (friendly or antagonistic), expect- 
ing to find a British Commonwealth “third force” in world affairs, have 
experienced mainly some degree of puzzlement about whether there was any 
“Commonwealth” at all, other than in an empty name. It seems beyond 
question that there has been “growth of Dominion patriotism and decline” 
(perhaps “‘a corresponding decline” says too much) “in devotion to the 
Commonwealth”.* 

The balanced statement, in the article, on the 1926 Balfour Report—borne 
out as it is by the figures on Armament Expenditure, in 1934 and in 1938, 
quoted by Professor A. J. Brown in Applied Economicst—seems to us 
important, in its bearing on the disastrous failure of the nations of the 
Commonwealth to co-operate adequately between the wars. But there is 
an expert Australian view, on relevant questions of “local defence”, which 
ought to be stated here. It is to the effect, briefly, that the strategy of Imperial 
defence—which successive Australian Governments broadly accepted—was 
an overriding naval strategy of the maintenance of sea communications. 
‘The Dominions were encouraged to believe that a decision in war could be 
won by naval power alone, and that their efforts should be directed almost 
exclusively to developing the mobility of the fleet”; and, even so, the 
Washington disarmament agreements placed a limit on naval expansion by 
member nations of the British Commonwealth (except in terms of monetary 
contribution to the cost of the British Navy). The United Kingdom 
expenditure was concentrated on the sea forces, to the comparative detriment 
of land and air forces; and the Dominions (more particularly, Australia) 
were given “little incentive to implement complementary commitments for 
local defence”. The conclusions were “not accepted without much mis- 
giving by Australians who realized how exposed the continent was to the 
possibility of Japanese attack”. 

The arguments of the article, however, leave us unconvinced upon the 
solution of the Commonwealth problem in terms of federation. It is true 
that “‘the question has never been submitted to any electorate”—whether in 
Australia or elsewhere; and we fully appreciate the significance of this point 
in the argument. But submission /o an electorate implies submission, by a 
government, of a question of policy which its leaders have publicly advocated ; 
and there is no evidence that any political party in Australia has contemplated 
making British Commonwealth federation a solid plank of its platform. 
Nor, in fact, even among the keenest of Round Table men, and others 


* Tue Rounp Taste, No. 150, March 1948, p. 530. 

+ The figures show the United Kingdom spending 3} times as much per head, in 1934, as 
Australia (well ahead, in this respect, of any other Dominion) and 5 times as much in 1938. 

+ This quotation and those that follow are taken from a paper on Post-War Defence of 
Australia, prepared in 1945 by the Melbourne Research Group of the Australia Institute 
of International Affairs (published by Robertson and Mullens, Melbourne). 
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with the most whole-hearted interest in British Commonwealth relations, 
has federation—so far—ever received much support in Australia, as she 
practical solution of “the problem of the Commonwealth”. 

No doubt this has partly been due to the concentration of Australia, in this 
century, upon making itself a “nation”: a status it is quite determined to 
maintain, within both the British Commonwealth and the United Nations— 
while keeping an open mind upon what these aggregations may require of it 
in future developments. But there is also the fact that our actual experience 
of a federal constitution makes us alive to the “dangers” and “weaknesses”, 
as well as to the “strengths”, of a federal system (quoting words of one of our 
elder statesmen). 

In this context we find ourselves in substantial agreement with much in 
the article on “British Commonwealth and Western Union” in the June 
number of THE Rounp TABLE: an article which appears to accept the main 
arguments of ““Untempered Mortar”’, but does not draw the same conclusion 
from them. We believe that the federal solution was practically inevitable for 
U.S.A., for Canada, for Australia and for South Africa; but that such major 
ageregations have made increasingly clear the defects in the machinery of 
representative government; and that practical problems of a quite new and 
different order enter into the situation when we contemplate the possibility 
of federalizing peoples so far apart geographically as the United Kingdom, 
Canada, South Africa, Australia and New Zealand—even with so many 
traditions and institutions in common; or peoples such as those in western 
Europe, with an agelong history of independent sovereignty and of their own 
cherished national traditions and institutions. 

But that is not to say that our attitude to federal solution of these problems 
—of the British Commonwealth and of Western Union—is negative. It is, 
in fact, highly positive. The arguments of ““Untempered Mortar” challenge 
us powerfully: take alone the challenge #0 prevent war (by contrast with “the 
secondary object” of winning in war, when war has not been prevented). That 
some effective response to this challenge must be found has become the 
major world issue: we can no longer, with any degree of equanimity, accept 
war as one of the alternative “instruments of national policy”. The federal 
solution of union between like-minded peoples, in face of the appalling 
menace we now know world war to be, can only be rejected if a better, and 
a more practicable, solution can be found—not the mere second or third 
best that “confederation”, or alliance, is shown by the arguments of 
““Untempered Mortar” to be. 

This is, we believe, beginning to take tangible form—under unprecedented 
pressure of circumstances—in western Europe (backed by U.S.A.): in 
thoroughgoing and systematic tackling of the practical problems of unity— 
without either an all-comprehensive scheme of union or any predetermined 
rigid limits to the scope or range of united action. And this method (of which 
the ultimate efficacy has yet to be proved) appears to have the immense merits— 

(1) of building on existing foundations, in so far as these are sound— 

without the delays and frustrations inherent in major constitutional 
reconstruction; 
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(2) of utmost flexibility in the (non-conflicting) combinations of nations 
for different specific purposes; 

(3) more particularly (frora the point of view of this contribution to the 
discussion) of being in no way inconsistent with—but rather providing 
a new medium for—closer integration of the British Commonwealth, 
fully in keeping with the obligations of its component nations to the 
United Nations. 


We note, in this context, that in the newly developing relations between 
Western Powers, including U.S.A., there is potential easing of some of the 
strains inherent in the composition of nations of the British Commonwealth. 
Closer bonds with France and with U.S.A. could not but, in the final 
analysis, bring more cement into the “mortar” binding Canada into the 
British Commonwealth. Closer bonds with Holland (and with western 
Germany) might bring most timely amelioration of the Commonwealth 
relations of the South African Union. Even Australiaand New Zealand have 
drawn enough of their population from Europe—and have intimate enough 
contacts with U.S.A.—to make closer relationships with all the countries in 
question very acceptable. 

There is, in fact, no evidence of any but Communist hostility, in Australia, 
to the project of Western Union: perhaps for the negative reason that it is 
not yet thought to have much significance for Australia, except in terms of 
the United Nations—to which Australia is, of course, fully committed. 


Commonwealth Organization 


UR own positive position on the whole question approximates closely 

to that which is stated on pp. 641-2 of the June article. We are whole- 
heartedly in favour of the course advocated in 1942 by Mr. Curtin, as Prime 
Minister of Australia—and now advanced by Lord Bruce in the House of 
Lords, in his motion* which was accepted, on behalf of the British 
Government, by Lord Addison. 

The senior member, of special experience, referred to above, had mean- 
while formulated a proposal in almost identical terms to those used by Lord 
Bruce; but with the quite definite suggestion of a “Commonwealth Council 
of Ministers”, each of whom should hold a special portfolio in the Ministry 
he represented: the purposes of the Council being consultation, and the 
exchange of information, and “‘a ceaseless flow of information and ideas” 
between the several governments. This member further suggested that the 
arrangement might be initiated bilaterally between the Mother Country and 
any Dominion or Dominions ready for it—but in such a way as to remain 
open to participation by all. “It would be useless” (he suggests) “for Britain 
to put up such a scheme, unless by prior sounding she was sure of some 
response. It might be even wiser for one of the Dominions to make such a 
proposal and obtain Britain’s acquiescence.” He thinks that functioning 
through the medium of High Commissioners, and through existing channels 


* Tue Rounp Taste, June 1948, p. 641. 
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of communication, has “‘none of the characteristics of corporate communion” 
and tends to “disintegrate rather than to integrate”—to “emphasize independ- 
ence rather than interdependence”—and “that we want to... turn the 
emphasis in the reverse direction”. 

The questions 


(1) of the precise relation of the Ministers of the Council to their respective 
governments, 


(2) of where they should be located, from time to time, and 
(3) of just how the Secretariat should be constituted and organized 


seem to us to need very thorough and careful thrashing out—for the efficient 
working of the whole scheme. And there is always the underlying question 
of how to ensure the best possible appointments—both of Ministers and of 


their subordinates: a point very urgently made by some members with 
special knowledge. 


Administration 


HESE suggestions link up with ideas put forward by another mem- 

ber who has knowledge and experience of a more specialized type 
of Commonwealth co-ordination. These ideas may be summarized as 
follows : 

The Imperial Conference has always been an inadequate instrument for 
the co-ordination of Commonwealth policy: useful at a time when com- 
munication, by sea and cable, was slow, and when governmental machinery 
was rudimentary—an age which has now passed. The problem is essentially 
a problem in administration, rather than a constitutional problem. The 
strength of the Empire lies in its community of interests, sentiments and 
political beliefs. There is no reason why units which have such common 
interests cannot develop common policies, without ending their separate 
existence by federation. Common action could be extended (1) by the 
establishment of functional committees, or organizations, similar to those 
formed under U.N.; (2) by perfecting the machinery of day-to-day inter- 
change of views and information. Under existing arrangements, integration 
of views is seldom attempted, co-ordination of policy seldom achieved— 
except in very simple or very urgent matters. Commonwealth relations 
should be examined, at this stage, as an administrative problem of co- 
ordination—in terms of modern analyses of administrative methods and 
executive functions. A greater degree of cohesion between the members of 
the Commonwealth may be attainable by functional and ad hoc organization 
than by the pursuit of legal and constitutional forms of organization which 
are inappropriate to Commonwealth needs. 

It seems to us that techniques for co-operation and co-ordination of the 
British Commonwealth could be developed pari passu with those for 
“Western Union”—in the closest possible liaison with one another: the 
United Kingdom and U.S.A. being keystones of the whole structure of 


interrelations. This would be the major problem of “dynamic administra- 
tion”. 
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But we do not wish to end this memorandum on just that note: rather, 
to return to the fundamental question of what is the meaning and pur- 
pose of it all. The immediate objectives are peace and economic recon- 
struction; but it may be questioned whether these—which are so closely 
bound up together—are attainable as ends in themselves. Much depends 
upon how “peace” is conceived. We have been reminded of the ancient 
warning, which is no mere thing of the past: ““They have healed the hurt of 
my people, /ightly, saying ‘Peace, Peace’, when there is no peace.” The true 
“tempering” of the “mortar”—the intangible, but unbreakable, cement 
binding the structure of unity—is the common Western ideal of freedom of 
the human spirit : not so much a freedom from as a freedom for—freedom for 
all the great humane and cultural things of the spirit which are the heritage 
of Christendom. This perhaps needs more urgent emphasis. 


Melbourne, 
December 1948 





THE CONTROL OF WESTERN 
GERMANY 


POLITICAL UNION AND THE MARSHALL PLAN 


URING the last twelve months the struggle between East and West 

for the control of Germany has intensified. In the early part of 1948 
the conception of a unitary Germany had not been finally abandoned. Funda- 
mental differences on almost every subject were still evident in the infrequent 
meetings of the Control Council, but four-power discussions were continuing 
on currency reform measures, to be introduced simultaneously in all four 
Zones. The Russians, indeed, made certain concessions to American demands 
for abandoning their claim to print some of the new currency in Leipzig. 
But progress was slow, and the delay in reaching agreement postponed the 
start of recovery in western Germany, so vital to the success of the Marshall 
Plan. Anglo-American policy still clung tenaciously to the hope of agree- 
ment with the Russians, even to the point of showing some reluctance to the 
participation of the Benelux Governments in the talks between the three 
Western Powers which took place in London in February. The agenda for 
these talks covered a wide range of subjects—the relationship of western 
Germany to E.R.P.; the réle of German economy in the European economy 
and control of the Ruhr; the evolution of the political and economic organiza- 
tion of Germany, &c.—but any reference to a Western German Govern- 
ment was pointedly omitted. It seems strange, therefore, that Russia, who 
was already engaged in planning to defeat E.R.P., should have chosen that 
particular moment for staging a Communist coup in Prague and a series of 
incidents in Berlin which culminated in a final breakdown of quadripartite 
control. 

On April 7 it was announced that a Western German Government would 
be formed as soon as agreement had been reached on the fusion of the French 
Zone with Bizonia. And on June 1 the first stages of a currency reform for 
the three Western Zones was announced. From that moment Anglo- 
American policy became irrevocably committed to the temporary division 
of Germany into two, and the successful integration of Western German 
political and economic life into the framework of Western Union and the 
Marshall Plan. 

Events since June have been encouraging in certain directions, disap- 
pointing in others. Within western Germany, currency reform has resulted 
in a tremendous upsurge in production. Exports, during the last six months 
of 1948, have already reached the annual rate assumed for the first year of 
E.R.P. Steel production—at present in excess of 7,000,000 tons pez annum— 
is three months ahead of programme. Coal production, though disappoint- 
ing earlier in the year, took a sudden turn for the better towards Christmas, 
and is now about 330,000 tons a day, the output assumed in the Marshall 
calculations for the second quarter of 1949. Output as a whole is not far 
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short of the 1936 level. This astonishing improvement in western Germany 
has been accompanied by a steady deterioration in the Russian Zone. The 
contrast between the standard of living in these two areas, inhabited by the 
same people, and separated by the most imaginary of frontiers, is a proof of 
the success of this aspect of Allied policy. 

But these satisfactory results in the economic field have not been accom- 
panied by corresponding political progress. No solution has yet been found 
to the old problem of the division of powers between the central authority 
and the Lander governments.! Some improvement has, in fact, taken place as 
a result of the wide-scale abolition of controls by the C.D.U. Economic 
Executive Committee and the handing over of certain raw material alloca- 
tions to industrial associations. This, however, is not a solution of the 
problem. The new Deutsche mark, though now more securely established, 
was subjected to considerable inflationary pressure last autumn. Should this 
recur and it become necessary to reintroduce controls, the central authority 
at Frankfurt is likely to find itself back in the old position of having to rely 
for the enforcement of its decrees on the administrative organizations of 
the Lander governments. Experience has shown that this method of pro- 
cedure is not always successful. 

This problem of the division of power between a central government and 
the Lander government is not of a transitory nature. A constitution-making 
body is at present sitting at Bonn, drawing up proposals for a constitution 
for western Germany, which is eventually to be submitted to a constituent 
assembly. The body in question has been instructed to frame its proposals on 
federal principles, and has also been informed that, during the occupation 
period, the constitutional power of the new Western German Government 
will be subject to an Occupation Statute to be formulated by the occupying 
authorities. This document is not yet available, owing to differences of 
opinion between the three governments concerned as to its exact provisions. 
Until agreement is reached, no headway can be made at Bonn, and the present 
unsatisfactory state of affairs must continue. Even if the French succeed in 
achieving their objective of granting the absolute minimum of power to 
the future central government, that body, being elected, will have a much 
greater chance of enforcing its decrees than the present nominated body at 
Frankfurt. 

Another development with unfortunate political repercussions which has 
occurred during the last six months has been the claim put forward by the 
Americans, and naturally supported by the Germans, that none of the plant 
still remaining in Germany which is scheduled for reparations should be 
removed if it is capable of contributing to the success of the Marshall Plans 
There is still a substantial margin of unused industrial capacity in Germany, 
owing to scarcity of raw materials and skilled labour, and few, if any, of the 
scheduled plants could be put into operation for some time to come. There 
is, therefore, no immediate benefit to Germany in the American proposals, 
which have the added misfortune of encouraging the Germans to resist 
Allied demands, and of arousing resentment amongst the Powers represented 
on the Inter-Allied Reparations Agency. Many of these are basing their 
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own production plans on the assumption that they will be receiving addi- 
tional plant and machinery from Germany. 


The Question of the Ruhr 
WO events of particular importance occurred towards the end of last 
year, which marked a considerable advance in Allied policy. 

First, on November 10, Law No. 75 was promulgated by the British and 
American Military Governors. This law was concerned with the ownership 
and operations of the coal and steel industries of the Ruhr. The ownership 
of both would be vested in German trustees, and over each there would be 
an Anglo-American control board. The law further provided that in the 
case of the steel industry, which British Military Government had already 
effectively split into small units, a regrouping into larger units would be 
permitted if considered necessary for economic efficiency. The final fate of 
both industries—nationalization or a return to private ownership—would 
be left for the decision of an eventual Western German Government. There 
are a number of points of interest about this law. In the first place, it was 
unfortunately timed. It appeared on the eve of the opening of the six-power 
conference in London which was called to discuss the establishment of an 
international authority for the Ruhr. The French have always been more 
reluctant than the other two occupying Powers to hand over control to the 
Germans, and have attached particular importance, from the security angle, 
to keeping the management of Ruhr heavy industries in the hands of the 
Allies. It was, therefore, not surprising that they reacted vigorously against 
these new arrangements. Secondly, the announcement that a decision on the 
eventual ownership of the industries concerned would be taken by a future 
Government brought to an end a long-standing dispute between the British 
and American Governments. Ever since the confiscation of the coal and 
steel industries from their existing German owners by the British Military 
Governor, which took place some two years ago, half-hearted attempts were 
made from time to time by the British Government to hand them over to 
public ownership, a step strongly resisted by the Americans. However, the 
fusion of the two zones in December 1946 and the assumption by the United 
States a year later of the whole of the financial liability for providing dollar 
foodstuffs, &c., inevitably affected British liberty of action, and little has 
been heard on the subject of nationalization of the Ruhr industries for a 
considerable period. If the C.D.U. get into power when the elections are 
held, as may well be the case, the verdict on the issue of ultimate ownership 
will go against the official British view. The third point of interest in Law 75 
concerns the regrouping of decartelized industries. In the early days of the 
occupation it was the Americans who took the initiative in trust-busting 
and referred most often and most loudly to the Potsdam clause on breaking 
up concentrations of economic power. Nevertheless, it has been the British 
and not the Americans who have actively pursued a policy of decartelization. 
The Americans, in their zone, have realized that the ruthless breaking up of 
large industrial concentrations may adversely affect production and the 
contribution which western Germany can make to the Marshall Plan. The 





THE CONTROL OF WESTERN GERMANY 121 


new law can, therefore, be said to mark another significant change in Allied 
policy since the rupture with the East occurred. 

The second event was the agreement signed in London by the United 
States, United Kingdom, France and the Benelux countries on December 28, 
on the establishment of an international authority for the Ruhr. Its pro- 
visions, for the most part, are quite straightforward. The authority to be 
established is to consist of a Council and a Secretariat. The Council is to be 
composed of representatives of the signatory Governments and, eventually, 
of Germany. The United States, the United Kingdom and France will 
have three votes each and the Benelux countries three between them. Ger- 
many is also to have three votes, but these votes are to be exercised as a 
unit by the Occupying Powers until such time as a Western German Govern- 
ment is established and adheres to the agreement. Prior to adherence the 
German Government will have the right to send an observer to the meetings 
of the Council, but he will not be entitled to exercise a vote. The functions 
of the Council are to apportion coal, coke and steel from the Ruhr between 
German consumption and export, having regard to (a) the needs of the Ger- 
man economy, (d) the terms of any agreements amongst the occupying Powers 
in respect of such allocations and (¢) obligations under E.R.P. The Council, 
further, has the right to examine the price structure of the industry, the 
tariffs covering its products and any quota system which may be introduced, 
and to modify or terminate any arrangements made on these subjects, if in 
its view they are prejudicial to the purposes for which the Council is estab- 
lished. Some reference is made in the agreement to the protection of foreign 
interests, and the old Potsdam principles of decartelization and de-Nazification 
are upheld in very general terms. The question of future management and 
control is left entirely open, the agreement merely containing a provision 
that, at the end of the control period or at such earlier time as may be agreed 
between the Occupying Powers, there will be transferred to the authority 
such of the powers of direction and management enjoyed by the Occupying 
Powers as may be necessary to ensure that the general purposes for which the 
authority has been established can be carried out. During the control 
period the authority will transmit its decisions to the Occupying Powers for 
execution, and after the control period to the German Government. No 
specific mention is made of the sanctions to be imposed by the authority if 
a future German Government fails to comply with its instructions, but the 
members of the Council will make representations to their respective 
governments as to the necessary and appropriate measures to be applied. 
The agreement provides the necessary procedures to be followed to ensure 
that the authority has the requisite powers to carry out its functions. During 
the control period these will be performed partly by the Occupying Powers 
and partly by the Military Security Board. After the control period the 
signatory Powers will determine in the light of experience which of these 
powers are to be continued. If these continuing powers are not to be 
directly exercised by the authority, the signatory Powers will deter- 
mine by whom they are to be exercised, and the relationship of the 
body to be selected with the authority. The agreement further provides 
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that the authority will not be allowed to base its decisions on commercial 
considerations. 

The Military Security Board, which was not in existence at the time of the 
agreement, has now been set up. It is to operate under the control of the 
commanders in chief and is charged with the responsibility of seeing that 
decisions in regard to de-militarization and disarmament are carried out, 
including the inspections and investigations necessary for that purpose. 


The Dilemma of Allied Policy 


LLIED policy towards western Germany is thus a good deal clearer 
to-day than it has been at any time since surrender. Nevertheless, there 
are some disquieting features about it which must not be overlooked. In 
the first place, the decisions taken have been reached as the result of com- 
promises, and it is impossible to conceal the fundamental divergencies that 
still exist. At one extreme stand the French, who can think of Germany 
only in terms of security. Though their recent agreement to the International 
Authority represents on paper a great advance from the policies they had 
previously advocated, it would be a mistake to assume that a change ot !.zart 
has occurred. The majority of Frenchmen would still prefer political separa- 
tion of the Ruhr from the rest of Germany and its establishment as a separate 
state under international control and permanent military occupation. Inter- 
national agreements operate not by strict reference to the written text, but 
by broad-minded interpretation of the underlying principles involved. Time 
alone will prove whether the agreed text of the International Authority 
agreement conceals a fundamental difference of interpretation. 

At the other extreme is the American attitude. Here the emphasis is 
almost entirely economic. The United States is vitally concerned with the 
success of the Marshall Plan. Western Germany can contribute probably 
more to that success than any other country. Therefore everything must be 
done to encourage economic recovery in Germany. If plants scheduled for 
removal as reparations can produce goods needed by Germany and other 
Marshall countries, they must be retained—even plants which have been 
condemned on security grounds. If a larger return can be obtained from 
Germany than other countries out of each dollar’s worth of Marshall Aid, 
the German allotment must be increased. If industry can be more effectively 
organized by developing trade associations, the principle of decartelization 
must be abandoned. 

Somewhere between these two lies the British view, which has few 
distinctive features of its own. Federation is accepted, but without much 
enthusiasm. Those responsible must recognize that an artificially decentral- 
ized system is not conducive to good government in these days of political 
and economic stress. They seem, however, to have persuaded themselves 
against their better judgment that it will work in Germany. The British 
stand against any material reduction in the dismantling programme, though 
probably quite sincere, must give the impression to the outside world that it 
is based solely on fear of future German competition. 

The Germans are well aware of these differences of opinion between the 
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Allies. The economic recovery of the last twelve months has given them 
a renewed hope in their own future. What feelings of guilt they may have 
had at the time of surrender have now disappeared, and they see in Allied 
dissension an opportunity to trade one off against another to their own 
advantage. They are also conscious of the key place which Germany 
occupies in the struggle between East and West, and this, too, is arousing in 
them a sense of their own power. 

What is needed to-day is a single policy accepted without reservations, 
which takes due account of the justifiable claims both of the Occupying 
Powers and of Germany. No permanent settlement of the German problem 
is possible unless it is so framed as to tie Germany to Western Union, and, 
at the same time, satisfy the other members of Western Union that Germany 
is no longer a threat to peace. No settlement can be permanent that aims at 
denying to Germany for all time the status of a sovereign state, and at the 
same time does nothing to meet the French claim to security. How can these 
two conflicting objectives be reconciled ? 


Ultimate Objectives 


is considering the terms of any satisfactory settlement, a distinction must 
be made between periods before and after the conclusion of a peace 
treaty. Steps can be taken now, for example in regard to reparations, which 
are entirely justifiable, and provided they are taken with moderation they 
need have no effect on the future relationship between Germany and the 
Western World. But conditions imposed to-day which it is intended to 
embody in a peace treaty, and continue in operation for an indefinite period 
thereafter, need much more careful consideration. To dismantle German 
shipyards now is reasonable, but to deny to Germany in perpetuity the right 
of building ships is unreasonable. It is highly questionable whether the signa- 
tory Powers to a peace treaty would be prepared to take all necessary steps, 
not excluding a declaration of war, if, in twenty years’ time, Germany were 
to build merchant ships in defiance of the treaty provisions. Failure to take 
decisive action in such an eventuality would encourage Germany in the belief 
that she could regard the whole treaty as a dead letter. Similarly, it would be 
reasonable to forbid Germany to make military aircraft, but unreasonable to 
forbid her making civil aircraft or deny her young men the right to fly. An 
Allied inspectorate should have no difficulty in establishing whether she were 
building military aircraft in civilian aircraft factories. There was no lack of 
evidence of German military preparations before 1939. By the same analogy, 
it would seem unwise to impose on Germany by force the type of constitu- 
tion she must adopt, though reasonable to impose limitations on the powers 
of a German Government in fields where those powers could be used in a 
manner dangerous to security. The most difficult problem of all is that of the 
continuing control of the Ruhr. In this case, the objective of Allied policy is 
positive as well as negative. It is not only important to prevent an excessive 
concentration of heavy industry in that area. Germany’s coal and steel 
resources, as stated in the preamble to the Ruhr Authority agreement, are 
needed for the common good of western Europe. During the occupation 
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period the Allies have the undisputed right to take the steps necessary to this 
end. But when a peace treaty is signed no German Government will 
willingly submit to leaving its most vital raw material resources under foreigi. 
control. It is useless to talk of common good unless conditions are established 
which inspire the will to co-operate. There are the strongest arguments for 
seeing that the Ruhr industries are not being used in a manner contrary to 
the legitimate security provisions of the peace treaty, but a permanent 
international authority is not needed for this purpose. There are also argu- 
ments for maintaining in being some organization to ensure that the resources 
of that area are used for the common good. This latter objective is more 
likely to be achieved on a permanent basis if other similar areas in western 
Europe can be included in the scope of such an organization. If Western 
Union has any meaning, the partial surrender of sovereignty involved should 
not be imposed on one member alone, but readily accepted by all. 

A solution to the problem might then be defined as follows: the rapid 
completion of all once-for-all measures to which the Occupying Powers are 
already committed; the abolition of control staffs and their replacement by 
an Allied inspectorate as soon as possible; avoidance of commitments by the 
Allies to include in a peace treaty lasting restrictions in matters which will be 
unlikely to command the support of future public opinion—and, where for 
political reasons such commitments have to be taken, provision in the peace 
treaty for their review at stated periods; and the development of German 
resources in conjunction with those of other Western European Powers in 
a manner which will both provide security and identify Germany’s future 
interests with those of the western world. 





INDIRECT RULE IN WEST AFRICA 


IS DEMOCRACY SAFE FOR THE NEGRO WORLD? 


HE purpose of this article is to examine the contention that indirect rule 

—in this part of the Colonial Empire—is played out. One repeatedly 
encounters the comment that, however valuable may have been the contribu- 
tion made by this system in the initial stages of British control in West 
Africa, events have moved so fast that it has now outlived its usefulness and 
is an encumbrance to progress. By “indirect rule” is meant the policy of 
ruling African communities through their own chiefs. Twenty years ago 
Lord Lugard wrote* that to abandon this policy “and to substitute the direct 
rule of the British Officer, is to forgo the high ideal of leading the backward 
races, by their own efforts, in thei own way, to raise themselves to a higher 
plane of social organization”. We have travelled farther than that; the 
modern proposal is, in effect, to hand over not to the British Officer but to a 
small group of Westernized Africans who have lost touch with the “chief-ly” 
system, and largely with their own people too in the self-same process of 
Westernization. No one would deny that the advent of Europeans has had 
a disintegrating effect on tribal authority and institutions and on the condi- 
tions of native life. The basic aim of indirect rule was the maintenance in 
their position of the authorities recognized by the native population. The 
claim that such authorities are now obsolete and no longer form an integral 
part of the social and political life of the people is implicit in the demand 
for their elimination. It requires searching scrutiny before acceptance, since 
such acceptance, if the claim is untrue, must involve the chaos from which 
indirect rule has hitherto saved West African society. 

Let us first of all free our minds from the current cant about parliamentary 
institutions and liberty and democracy of the Westminster model. We have 
to deal with an entirely different background, in which it may well be that the 
model we have evolved with such pride in England may prove quite unsuit- 
able to a tropical African setting. Western democracy has not cornered and 
patented the eternal verities, nor is it inconceivable that the principles which 
form its justification may prosper equally well under different forms in a 
different setting. In dealing with the tribes of West Africa, one cannot 
profitably make political institutions the subject of separate theoretical treat- 
ment. The life of the people has to be considered as a whole. Fortes and 
Evans-Pritchard have pointed out} that in their life political, economic and 
kinship organization and ritual observances are intimately related and inter- 
dependent within a territorial framework. Sanctions vary; and the good 
behaviour of the individual is based on habit and ritual sanction. The chiefs 
had and still have a special rdle—partly religious. Most African societies 
are based on a subsistence economy, with added wealth bringing added 
liabilities. The structure of the State implies that chiefs rule by consent. 

* The Dual Mandate. 
t African Political Systems, edited by M. Fortes and E, E, Evans-Pritchard., 
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There ate duties owed each way, and revolt against chiefly authority 
normally springs from a desire to change individuals, not to substitute a 
new form of government. 

The advent of the British and the institutions of colonial government 
meant that the chief had a dual rdle—as representative of his people to 
the colonial authorities and of the colonial Government to his people. 
The system of indirect rule aimed at eliminating much of the inevitable 
friction. Colonial Powers have forced on the African a culture separated 
by centuries from that upon which it is grafted. Changes of far-reaching 
effect have been forced upon him from outside by powers which he cannot 
resist. It is not as if the reforms had sprung from a native source. Every 
reformer, like every inventor, is the product of his own society, but the 
phenomenon we have to deal with is a small group of would-be reformers 
whose inspiration comes from alien sources and is not a spontaneous or 
organic growth within the tribe. It is therefore necessary to examine the 
credentials of these reformers who claim to break up the traditional frame- 
work of the community by virtue of a personal and recent emancipation of 
their own. Fortes has pointed out* that Africans do not analyse their social 
system, they live it. They think and feel about it in terms of values which 
reflect in doctrine and symbol, but do not explain, the forces that really 
control their social behaviour. There is a whole body of interconnected 
rights, duties, sentiments and mystical values in the position of their chiefs. 
The detribalized, educated and Westernized native is apt to be as much out 
of touch and sympathy with his own race as is the European. He has ceased 
to think as they do and he has accepted a new set of values. In demanding 
self-government and political institutions on Western models, to what 
extent can he claim to represent his people? Is he not consciously or uncon- 
sciously so imbued with the example of European hegemony over more 
backward races that he hastens to demand their immediate retirement in his 
favour? Is the Westernized native politician the true heir apparent of 
Imperial Britain? An affirmative reply to that question can only be given if 
it is true that under our guidance the people in question have been trained 
to understand and to use democratic institutions and methods of choice of 
leaders and these politicians are their choice. We know this is not yet true; 
that the prestige of their chiefs is still very strong amongst all West African 
tribes who possess that social and political system; and that in most cases a 
choice in African style would end in the election of their chiefs. In other 
words, the premature destruction of the position of chiefs and the grant of 
self-government on a Western constitutional model would mean a double 
betrayal, and the dual mandate would end prematurely in the dual breach—of 
our trust to the world and to the Colonial people concerned. 


A Threefold Division in Nigeria 
HE position is, of course, not quite identical in all of the West African 
Colonies. In Nigeria, the largest and most important, the three major 
divisions of North, West and East present a very different picture in them- 
* Op. cit. 
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selves and illustrate the danger of any sweeping generalizations. The 
Northern Provinces, where Lugard first initiated his system of indirect rule, 
provide the best example of its success. As he himself pointed out, the 
development of indirect rule there involved changes in the practice rather 
than in the structure of a political organization which had itself no deep- 
seated roots in tradition. In the group of Moslem Emirates there was an 
already literate hierarchy of officials administering a conquered population. 
The Fulani rulers in time identified themselves with their people, and a chain 
of administration extended from the village heads to the Emir in Council. 
Steady progress has been made also in organizing the independent pagan 
peoples like the Tiv so as to use their own institutions as a basis for administra- 
tion. A progressive outlook amongst the Emirs is steadily increasing as they 
themselves grow more enlightened, and the advantages of education for 
themselves and for their people is given practical recognition. Any early 
future for Northern Nigeria without the chiefs and all that they represent in 
the life of the people is unthinkable. Critics often overlook the extent to 
which in fact there is self-government in Nigeria at the present moment, and 
how far the cry for self-government is inspired by a small group of Western- 
ized people who want the power transferred from the hands of the chiefs 
into their own grasp. 

In the Western Provinces a very complex social and political system also 
centres in the chiefs, while in the Eastern Provinces, where there are no 
strong chiefs, the organization of society is looser and rests on family groups 
and guilds. Education on European lines has produced in the East a strongly 
democratic community—in the African sense, of hostility to central direction 
—dquite out of sympathy with everything that indirect rule implies. It is not 
unnatural that the cry for immediate self-government and the elimination of 
chiefly rule should come largely from the Eastern Provinces and the detribal- 
ized inhabitants of Lagos. The working of the new constitution in Nigeria 
with its Central Legislative Council for all Nigeria and its three Regional 
Houses of Assembly for the Northern Provinces, the Western Provinces and 
the Eastern Provinces, together with an additional Upper House of Chiefs 
for the Northern Provinces, has already proved a marked success. The three 
most strikingly successful features have been, first, the way in which increas- 
ing opportunities for meeting each other have led to more friendly under- 
standing between the three regions; secondly, the outstanding earnestness 
and ability with which the Regional Houses of Assembly have set about their 
task; and thirdly, the interest shown and influence exercised by the chiefs of 
the North and West. As men of administrative experience and with the habit 
of responsibility, their contributions to debate and even more their private 
counsel have been a steadying influence of the greatest value. No one with 
any knowledge of the facts could possibly assert that chiefs and the system 
they represent were out-moded in the North and West of Nigeria. On the 
contrary, it seems that they are moving with the times and preparing for 
extension and improvement of the already extensive system of self-govern- 
ment which the Native Authorities now administer. There will be no lack of 
opportunity for the educated African to find a place in these administrations 
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and to achieve there the experience which will fit him for higher posts, 
while at the same time there are parallel and ample opportunities for the 
highly educated African in the sphere of the Central Administration. 


The Gold Coast and the Western Commission 


O turn to the Gold Coast,* indirect rule there has followed a more /aissez- 

faire policy than in Nigeria, with the result that the growing educated 
generation has developed an opposition to the traditional rulers. The 
absorption of educated elements into the administration, the increasing 
enlightenment of the chiefs themselves, and the sympathetic co-operation 
between the Colonial Government and the native administrations which has 
been the feature of Nigeria, find no counterpart. As Lugard pointed out,+ 
the situation was one which gave the Gold Coast the benefit neither of a 
direct nor of an indirect system of administration. Policy in the past tended 
rather to the grant to the chiefs of a political position as members of the 
Legislative Council than to the use of the Stools as part of the administrative 
machinery of government. 

The Akan people of the Gold Coast Colony and Ashanti are divided into 
States in each of which a group of chiefs recognize one paramount authority 
which has attained its position by conquest. The Stool is the concrete symbol 
of chiefly office, and the chief can in most of the groups be ‘destooled’ for 
gross abuse of authority. The arbitrary behaviour of chiefs and their lack of 
modern enlightenment has led to a widening gulf between educated native 
opinion and the native form of government. In her very able study of native 
policies in Africa, L. P. Mairt has emphasized the responsibility of the Gold 
Coast Government for the lamentable cleavage between educated opinion 
and the native administration in the Gold Coast. Had the guidance which 
was given later to Ashanti and the Northern Territories been given at an 
earlier stage in the Colony, the educated Africans would not have grown up 
to regard themselves as alien to their own institutions, and the chiefs could 
have become competent rulers, with the literate class cocupying places in the 
native administration of their own people. However that may be, the dis- 
turbances of 1948 and the report of the Watson Commission§ have given 
such emphasis to the alleged inadequacy of the chiefs that the question of 
their complete suppression in a new constitution has become a matter of 
immediate possibility. > 

The disturbances had their origin, according to the findings of the Com- 
mission, in a variety of economic ills, the discontent of returned soldiers, the 
steady stream of abuse of Government in speeches designed to foment dis- 
order and the apparent inability of Government to deal with those responsible, 
and the feeling of political frustration amongst educated Africans, together 


* The writer has not felt it necessary to deal specifically with Sierra Leone and the 
Gambia because the position of chiefs in Sierra Leone is a pale reflection of that in 
the Gold Coast, and in the Gambia there are no chiefs of any importance and tribal 
organization is fragmentary. 

+ Native Policies in Africa, by L. P. Mair. 

$ Colonial No. 231, Chapter V. § Ibid. 
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with the failure of Government to realize that, with the spread of liberal 
ideas, increasing literacy and a closer contact with political developments in 
other parts of the world, the star of rule through the chiefs was on the wane. 
It is not the purpose of this article to deal with the various indictments of 
the Gold Coast Government, which may be summed up ina single phrase 
—“‘lack of public confidence”. But the Commission saw fit after one brief 
month in the country and with no other qualifications for the task than 
highly limited and hasty travel, and the interviews possible in the time, to 
condemn the political past and to sketch the desirable political future. It is 
fairly clear that their views were inspired by the educated African group, 
especially when they speak* of the “‘unconfessed desire” of the people to 
“cast, off the shackles of tribalization” and take as an axiom the desirability of 
making the pattern of Government conform to that of the United Kingdom, 
ballot-box and all. There is no indication that the Commission, whose views 
on major problems were volunteered with a levity unusual in commissions 
of enquiry, ever considered, or were even cognizant of, the need to consider 
the structure of native society or the stresses and strains of community life, 
or the resultant forces which might be released by intemperate or ill-timed 
reforms on an alien model. Were it not for the inevitable publicity given to 
the recommendations of these official visitors, and the appointment of a repre- 
sentative local committee to examine them, they would more easily have 
fallen into their right perspective. 


The Fetish of the Ballot-box 

N the view of the writer of this article, the present general policy of the 

Colonial Office shows too hasty a tendency to supplant indigenous African 
institutions by ideas of parliamentary government still shaped by mainly 
European experience and needs. The ideas of Western democracy and the 
forms of government by which they are interpreted have been “sold” super- 
ficially to the educated African. He wants the same sort of thing mainly 
because he realizes that the power will then inevitably gravitate into his hands; 
he wants it regardless of the consideration that there are not yet enough 
Africans with the expertise of democratic administration; and lastly he wants 
its outward forms and trappings regardless of the fact that they are not yet an 
expression of the life and thought of the people at large and consequently 
cannot command the loyalty and respect that are still accorded by the majority 
of the people to the chiefly system which they know. If the chiefly system, 
which means so much and which reflects their religious beliefs, their early 
training and their tribal and family organization, is incontinently scrapped, 
what have they left to guide them? Nothing but a heap of foreign formulae 
which have no roots in their traditional past. The writer is of the opinion 
that the pace of political development in West Africa is altogether too fast 
for stability or real democratic progress. The Colonial Office seems to have 
become infected with its African pupils’ belief in the ritual of the ballot-box 
and to regard as inevitable a political development that lacks validity in the 
eyes of the common people. Sociologists have pointed out again and again 

* Ibid., p. 9. 
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that we are assuming prematurely a general acceptance of certain standards 
of conduct and behaviour that are implicit in the revolutionary changes now 
sought to be brought about. The dilemma is clear enough, and so is its 
origin in faulty education and lack of foresight. The African intelligentsia 
have been produced by us and by our methods, both in positive action and 
negative inaction. 

What then can now be done? It is not too late te indulge in some clear 
thinking and to refuse to give way before a movement that can only end in 
a disastrous lowering of the standards of administration and an abandonment 
of all hope of those higher standards of life to which all, African and Euro- 
pean alike, aspire. The trouble is that the West African politician regards 
democracy as a means to power, not as a means to opportunity. He sees the 
power that the chiefs used to wield and the immense power and prestige of 
democratic Britain and America, and he wants to cash in on his Western 
education by succeeding to that power himself. He conceives power as an 
end in itself, not asa means toan end. When one reflects upon the complexity 
of modern national life, the need for true leadership and a high standard of 
intelligence and integrity in a wide circle of those concerned with the 
administration, the prospect of too sudden a surrender of the controls into 
untried and untrained hands is very gloomy. The gloom is not lightened by 
our knowledge that the blame for any consequent chaos will be attributed to 
the British Government, and that amongst those claiming power are admirers 
of the Soviet, who are anxious to found a totalitarian State on the ruins of 
democracy. 





THE PERSIAN GULF—A ROMANCE 


“We were here before any other Power in modern times had shewn its face 
in these waters. We found strife and we have created order. It was our com- 
merce, as well as your security, that was threatened and called for protection. 
. .. India, which it is our duty to defend, lies almost at your gates. We saved 
you from extinction at the hands of your neighbours. We opened these seas 
to the ships of all nations, and enabled their flags to fly in peace. We have not 
seized or held your territory: we have not destroyed your independence but 
preserved it: we are not now going to throw away this century of enterprise. ...” 


HUS Curzon, robustly, in 1903 at Sharjah, speaking at a time when 

the Baghdad Railway project had kindled in him that spark of prophetic 
fire that so often illumined his vision on the Asiatic scene, speaking, too, 
before the development of oil or air communications had made the Persian 
Gulf what it now is. Oil was first struck at Maidan-i-Naftun in 1908; com- 
mercial exploitation did not begin until 1913. From the time of Alexander 
the Persian Gulf has been a highway between East and West; in the fitness 
of things the Gulf cable-ship in recent days was named after Alexander’s 
admiral Nearchus. Despite the long bridge across the Syrian desert the lure 
of the Gulf attracted the Portuguese; the epic of Albuquerque at sea, and the 
oriental imagery of Milton,* shared an inspiration drawn from these waters. 
Yet for centuries, partly owing to the barrier against western penetration set 
up by the Arab caliphates and their Ottoman successors, the Gulf remained 
something of a pocket. Later in the eighteenth century came the stretching 
out of British authority in India towards Persia, whose heritage of history 
and letters attracted British orientalists of the age of Wellesley. Such men 
were William Jones, the scholar-judge of Calcutta, and the “political” John 
Malcolm, the friend of Wellington. In the beginning it was Persia, and not 
Arabia, that called; as symbol we find the British headquarters in the Gulf 
set up at Bushire on the Persian littoral, where it remained for close on 200 
years. In 1946 it was removed to Bahrein. 

Indeed the political and cultural endurance of Persia, a bridge of Aryan 
civilization linking East and West, sometimes strong, often apparently 
decaying yet somehow always restored, and over 2,000 years old, is among 
the marvels of Asiatic history. 

But British attention soon turned to the suppression of Arab piracy in 
Gulf waters, and after its suppression in 1820 to the gradual establishment 
through the nineteenth century of close relations with the Arab rulers of the 
southern littoral. Such were, and are, the Shaikh of Kuwait at the head of 
the Gulf, the Shaikh of Bahrein, the petty shaikhdoms of the Trucial coast 


* ... the wealth of Ormus and of Ind... 
Showers on her Kings barbaric pearls and gold. 


Paradise Lost, Book ii. 2. 
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from Qatar to the Hormuz Straits, and in the Gulf of Oman the Sultan of 
Muscat. The politics of the Arabian mainland in a tribal era remained in 
continual flux; a gradual Ottoman recession was begun by the incursions of 
Ibrahim Pasha from Egypt; and there was a long rivalry between the Saudi 
and Rashidi houses. It suffices to record that British policy won the confi- 
dence and respect of the Saudi dynasty, which now controls the greater part 
of the Jaziratul Arab, including the Hasa coast on the Gulf. Commerce in 
pearls and dates, exchanged mainly for Indian produce, succeeded piracy. 
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But the Gulf remained a pocket, the Ottoman tendency to discourage its 
use as a channel of world communication having been accentuated by the 
construction of the Suez Canal. In this period the adventurous spirit of the 
pirates passed to the nakhudas of the Arab dhows, which carried Gulf com- 
merce into every Indian port, and far down the East African coast.* The 
joining of Muscat and Zanzibar under one Sultan until well on in the nine- 
teenth century, and the spread of the Ismaili tenets of the Agha Khan’s 
followers over East Africa, alike attest the ventures and voyages of the sea- 
men of the Pirate Coast. Not only Britain from her Indian base, but France 
and America also, made treaties with the Muscat Sultan, an early forecast 
of later American interest in a vital region. 


The Baghdad Railway, Oil and Air 

ITH the turn of the century there falls a brighter light. The Baghdad 

Railway scheme gave prospect of the reopening of the Gulf as a channel 
of through communications between Europe and Asia, and denoted a change 
in the Ottoman attitude under German inspiration. This was followed by 
the swift British reaction under stimulus applied toa reluctant British Govern- 
ment by Curzon. It is worthy of note that in Curzon’s case, too, the original 
magnet of attraction had been Persia, but his 1903 tour in the Gulf led 
him to rely chiefly on the strengthening of special treaty relations with the 
rulers of the Arab littoral. He left a series of close arrangements with those 
States, and a small British naval force permanently stationed in Gulf waters. 
The effect of his policy was to set up a British Munroe Doctrine in a region 
where, as his biographer relates, “it was due to Curzon’s foresight and 
insistence, in the face of little enough encouragement from home, that the 
Empire emerged . . . with her long arterial lines of communication with 
Australia and New Zealand, India and the Far East, secured against the 
danger of a flank attack, and with her position of ascendancy in Asia unim- 
paired”. 

On the stage thus set there followed, first, the beginnings of that oil 
exploration and extraction of which we now see the results in the Persian 
oilfields and the great Anglo-Iranian refinery at Abadan, and later, during 
the first world war, the use of the Gulf, with its friendly Arab rulers, as 
the avenue of approach into Mesopotamia in a movement destined to play 
a large part in the resurgence of Arab nationalism, and leading to the recoil 
of Turkey, only to gather in time a greater strength within her more natural 
frontiers. As one further result of that war came the establishment of 
through air-communications between East and West by way of the Gulf: 
in the event it was the aircraft, not the railroad, that turned the Gulf once 
more into a world highway. Later, misplaced Persian exclusiveness led to 
the substitution of the Arab for the Persian coast as the world’s airway: 
again, it was as if Curzon had been granted the gift of prophecy. 

There followed a not unexpected growth in the volume of air traffic, and 
with it a vast expansion of the oilfields, not only in Persia but in Upper Iraq 


* Cf. A Modern Sindbad, by the American pioncer Villiers. 
+t Ronaldshay’s Life of Curzon, vol. ii, p. 319. 
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and on the Arabian peninsula. By 1939 the Persian and Iraqi fields were 
producing 10 million and 4 million tons a year* respectively ; now the Persian 
fields are on the way to trebling this output, and reached 26 million tons in 
1948. What now seems likely to prove an even greater development was 
the striking of oil on the Arab shore in the ’thirties, first in the Bahrein 
Islands, and later on the mainland of Arabia, on the Hasa coast of the Saudi 
Kingdom around Dammam and Qatif, and in Kuwait and lower down on the 
Qatar peninsula of the Trucial coast. The output of these Arabian fields in 
sum is already larger than the output of the Persian fields, and will probably 
become much larger. The Hasa wells by 1948 were up to 20 million tons a year, 
and Kuwait is now running at 10 million. These figures do not yet approach 
the output from the U.S.A. or Caribbean fields, but they are only a beginning. 
The proved oil reserves of the United States are estimated at 3,000 million 
tons, while the American Technical Mission which visited the Middle East 
under Dr. de Golyer in 1944 reported that the proved reserves around the 
Persian Gulf probably exceeded those in the United States (a figure as high 
as 4,500 million tons has been mentioned), and this although, in the compara- 
tively virgin field of the Gulf, the exploration wells sunk number only about 
5 per cent. of those drilled yearly in the States. “Proved reserves”, of course, 
are by no means synonymous with total actual reserves—new sources are 
always being discovered—but it is accepted in the oil world that the centre 
of gravity of world oil-production is quickly shifting to the Persian Gulf, 
and that Western Europe in future will have to depend entirely, India 
and the Far East mainly, and America partly, on Middle East production. 
Incidentally, the annual production of Egypt is very small—only 1? million 
tons a year and comparable with that of the tiny Bahrein islands. 

In this great venture a growing part has been played by American oil 
interests. The Anglo-Iranian Company, which works the Persian fields on 
lease, is indeed a wholly British company. American interests were first 
engaged almost fortuitously, when oil was struck on the Manama island of 
Bahrein, after British prospectors had failed. The successful company (owned 
jointly by the Standard Oil of California and the Texas Corporation) is the 
one which has subsequently extended its activities to the great Saudi oilfields 
with the results, actual and potential, already mentioned. t 

The Iraqi fields are worked by the Iraq Petroleum Company which, 
excluding a small private share, has four equal interests, viz. the Anglo- 
Iranian, Royal Dutch Shell—forty per cent British interests, the rest 
Dutch—a French group, and an American group. It is a subsidiary of the 
I.P.C. which has struck oil on Qatar, and it is noteworthy that this company, 
with its subsidiaries, enlists the interests of France and Holland as well as 

* Oil figures are often given in barrels (roughly 7 barrels = 1 ton). Figures in tons 
are given here as easier to comprehend. 

+ This concession is now owned as follows: 

30% Standard of California, 
30% Texas, 
20% Standard of New Jersey, 
20% Socony Vacuum. 
All American known as the Arabian American Company (ARAMCO), 
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those of Britain and America. It is also at present the only company that 
has pipe-lines in being to the Mediterranean, although those of the other 
companies are in an advanced stage of construction or planning. 

The wells in Kuwait are being worked by a company owned in moieties 
by the Anglo-Iranian and a second American group. 

In the result the political and commercial interests of the United States, 
and in their own degree of France and Holland, are permanently engaged, 
together with those of Britain, around the Persian Gulf. These also have 
succeeded to the heritage claimed by Curzon. Indeed the common interests 
of the main pillars of the much-heralded Atlantic Pact extend throughout an 
Asiatic region, which is to be regarded as holding the greatest fuel reserves 
in the world, the very life-blood of the nations, alike in peace and in war. 
May it not be that an Atlantic Pact will find its first practical expression in the 


Persian Gulf, and along the pipe-lines, existing and projected, to the Medi- 
terranean coast? 


The Hub of the Muslim World 
S history moved through the wars, India, as she then was, loomed large 
as the base from which this region mainly secured retail trade in peace and 
defence in war. The Mesopotamian campaigns of the first war, and the 
strategic movements of the Allies in Iraq and Persia in the second war, were 
made possible from the Indian base. The Gulf lay at the hub of the Muslim 
world, whether seen as stretching by land from Lahore to Istanbul, or by 


sea from Morocco to Java. On this scene Persia looked down, aloof on her 
plateau, in some sense like a western state set down too far to the east, 
regarding the west with tolerance and the Arabs, and even India, with a 
measure of disdain. At the present day the establishment of independent 
States on the Indian peninsula entails a new approach to old problems. In 
this quarter, as on the North-West Frontier, Pakistan has succeeded to much 
of India’s responsibility, for the Gulf opens directly on Karachi, in a real 
sense its terminus. But India, too, retains a living interest in all waters and 
routes leading to the Indian Ocean, and the connexion of Bombay with the 
Arab trade will be maintained. Any concept of defence in this region must 
take account of Pakistan as the largest, if not the most experienced, Muslim 
State, and of India as the geographical centre of southern Asia. The bases 
of security in Egypt and Iraq are none too steady, and the deduction to be 
drawn from the history of two wars is of the need for an anchorage from 
which the Middle East may draw reinforcements in men and material, as they 
were drawn from India in those wars. However glib the talk and swift the 
planning on East African bases, there is need of a nearer insurance to help 
guarantee the common interests of the Western and the Eastern world. 
Although the security and defence of the Persian Gulf, as indeed of 
the Middle East generally, remain a first responsibility of Britain, here 
as elsewhere the appearance of the United States as joint heir with 
Britain in these assets and enterprises is the fact of moment. In the local 
field of the Gulf itself during and since the war there has been political 
understanding by America of British aims and principles, together with a 
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healthy rivalry in the fields of production and commerce. Indeed, locally, 
there is to be seen here a leading example of Anglo-American pooling of 
resource and experience, coming near to real integration. But such under- 
standing must be wider than local. The shadow of Russia over Persia 
lengthens, and, despite the surprising example of resilience displayed by the 
Persian riposte in Azerbaijan, the Soviet is too near for comfort. Again the 
scene is clouded by the appearance of Zionism in being as the State of Israel. 
Thereby in the practical field the completion of the pipe-line terminals is ob- 
structed, new developments are held up, and the air-lines are endangered; in 
the political field an obstacle is erected against accord with the Muslim world, 
indeed with all Asia south of the Soviet zone, and a bridge may be created 
for Soviet infiltration into the Middle East. The Americans come fresh to 
responsibility in Asia outside the Far East, and experience will teach not 
America alone the dangers of vacillation in dealing with oriental questions. 
The attitude of many thinking Western people, apart from the visionaries, 
seems to be coloured by the notion—“Better those we know, and have 
always with us, rather than the others we do not know”. But support of 
Israel needs to be qualified by a far wider outlook, which, to succeed, must 
regard Palestine as part of Asia, and the claims of Israel as requiring defini- 
tion in relation not to domestic issues in the homelands, but in the first 
place to world interests in the Middle East, and secondly to the neigh- 
bours who surround the narrow coasts once occupied, and later lost, by the 
Crusaders. 


New Wine in Old Bottles 


HAT thoughts strike upon the inward eye as in pensive mood the 
observer sails through the Gulf islands on a tanker, or flies in an air 
liner across the spine of the Oman mountains that bar the entrance? The 
harsh ranges of the Persian coast stab the sky almost painfully to the north, 
to the south stretch the golden deserts of Arabia, between them shines the 
incredible burning blueness of the shallow seas. On one hand a Persia that 
has survived all changes for 2,500 years, the home of an enduring but 
tenuous culture and facing a greater danger than ever from the north; on the 
other an Arabia, the home of inspiring forces and virtues, only now emerging 
from tribalism and poverty; both struck by the impact of unimagined sub- 
terranean wealth; social systems geared to date-palms and pearl-diving, now 
in process of adaptation to meet the stresses of industrial expansion under 
high pressure; a host of labour problems with workers unused to democratic 
process and so, despite fine results achieved by the companies in the spheres 
of welfare, housing and education, open in some degree to Communist 
intrigue; the governments dependent to a dangerous extent on royalties, 
which in some cases alone stand between them and insolvency, and in others 
shower embarrassing wealth—in sum the power-house of the Western 
world set down in Eastern lands, through which runs a trunk-line of transport. 
And all is to be weighed in a political balance which has shifted with the 
bestowal of independence on the States of the Indian continent. 
Yet the importance of the Gulf grows greater, not less, as the need for 
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fuel expands, the world contracts, and the shadows lengthen from the 
north. Its stability can be assured only by the closest accord between 
the States which surround this Muslim lake, an accord underwritten by the 
Great Powers whose interests are engaged. It will not suffice to maintain 
friendly relations based on treaty with the Arab States and Persia: there must 
be a grouping more intimate than treaty, a grouping with a permanent 
organization, first between the Atlantic Powers and then among the Asiatic 
States themselves. In the Asiatic field Turkey has great experience, and might 
help to supply the cement so greatly needed. At all levels a prerequisite is 
Anglo-American concord on a long-term policy in Palestine, a policy which 
must indeed commend itself to Asiatic opinion as broadly just. But the need 
for a Palestine settlement far transcends the spiritual and material struggle of 
Arab and Jew: it is bound up with the vital interests of the entire civilized 
world. These interests lie farther north and east. There must be a firm 
diplomatic front at Tehran, based on historical appreciation of the survival 
value of Persia, and finally there are required bases from which may be 
drawn that effective and speedy support which in past decades has been 
forthcoming from India. 

The attainment of these ends will be greatly aided given an inspiration 
towards common policies and action within the Middle East itself. The old 
concept of the Caliphate in its day had within it a spark to kindle the mass, 
but it foundered on Ottoman imperialism, and a political appeal based solely 
on the Islamic tradition will not work. But the new Turkey might all the 
more play an important role as an equal partner in giving life to a regional 
system of security in the Muslim world. To-day Arab States among them- 
selves, to say nothing of Persia, seldom speak with one voice. The Saadabad 
Pact was a shadowy concept, and recent Asiatic strivings towards common 
ends have seemed inchoate, even when sympathy has been enlisted in support 
of a common idea, such, for instance, as opposition to Zionism. A renascent 
Turkey is qualified to raise a banner beneath which these States might rally 
again. For there exists here the essential foundation of common interest 
on which to set a defence pact, a foundation that can be clearly seen in the 
brilliant light of the Persian Gulf. The need is for such pooling of effort as 
will ensure a joint system for the protection of this highway, these immense 
natural resources, situated close to Russia at the geographical centre of the 
Muslim world. It will be well to reflect, and not least in America, that the 
centre of balance of that vague political idea known as the Middle East lies 
at the points of production, and farther east than Cairo or Suez. In imple- 
menting a Middle Eastern regional policy in action it is the Atlantic Powers 
who are destined to play the leading parts. 





THE CIVIL WAR IN CHINA 


WORLD SIGNIFICANCE OF FAR EASTERN COMMUNISM 


T the end of 1936, when Chiang Kai-shek was kidnapped at Sian by one 
of his generals who wanted to put an end to the civil war against the 
Communists in the cause of uniting China against Japan, the Chinese Com- 
munists as a military force were virtually confined to the northern half of 
Shensi province. They held no large town nor had they any access to the sea. 
To-day, at the time of writing these lines, the Communists hold half of China 
and have so great a military advantage that the rest of the country seems 
likely to fall under their control in a short time; they already have possession 
of Harbin, Mukden, Peiping, Tientsin and Tsinan, and their entry into 
Nanking and Shanghai appears to be imminent. This transformation of the 
political scene has not been entirely unexpected; it had been predicted for 
some time by well-informed observers. Yet it is a remarkable fact that a 
Government which emerged victorious from a long war against a foreign 
enemy, which enjoyed international diplomatic recognition and had achieved 
for China the unprecedented status of being one of the five permanent mem- 
bers of the Security Council of the United Nations, and which was receiving 
substantial military and economic assistance from the United States, should 
have so disastrously failed to overcome what had been only a few years pre- 
viously a weak and insignificant force. 

From the point of view of the world at large the civil war in China was 
significant, not merely as an internal disruption which incidentally affected 
foreign trade and the lives of foreigners resident in the country, but above 
all as a phase of the world-wide “cold war” between Communist Russia and 
the Western democracies. As a purely domestic struggle China’s civil war 
was her own affair, and foreign nations had no reason for intervening in it 
except in so far as international law gave certain rights to a recognized 
Government—such as the right to purchase arms—which were legally 
denied to rebels. But in so far as the Chinese Government had special ties 
with the United States, while the Communists stood for a pro-Russian align- 
ment of China in foreign policy and received some support, even if only of 
an indirect kind, from Russia, the civil war could not fail to have inter- 
national implications. There was a prospect that a Communist victory in 
China would mean the switching of the foreign policy of the Chinese State 
from a pro-American to a pro-Russian line, that China would be in fact 
incorporated in “the Russian b/oc” like Poland or Czechoslovakia. Such a 
re-alignment of the most populous nation in the world could not be a matter 
of indifference either in Moscow or Washington. 

Speculation in Western countries about the international implications of 
a Communist victory in China has come to be mixed up with the unending 
controversy on the question whether or not the Chinese Communists are 
“real Communists” and whether or not they are “controlled” from Moscow. 
This controversy is usually carried on by people who have knowledge of 
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China but no understanding of Communism. The short-term domestic pro- 
gtamme of the Chinese Communists is necessarily different from that of 
Communists in industrialized countries because of the extreme economic 
backwardness of China; but in such adaptation to given social conditions 
there is no incompatibility with Marxist-Leninist principles. As a temporary 
tactical phase of the revolution, Communists may stand for a time for private 
peasant ownership of land and even for the development of private enterprise 
in trade and industry. But it does not follow that there can be any similar 
phase of laxity in the field of foreign policy, because the solidarity of all 
Communists in relation to capitalist countries is fundamental to Communist 
doctrine. As the French Communist leader M. Duclos recently put it in an 
authoritative statement on the position of the French Communist party: 
“No Communist can consider the Soviet Union, the land of socialism, on 
the same basis as the United States, the land of imperialism.” A Communist- 
controlled Government must be for Russia and against America as a matter 
of basic principle, whatever the shifts and compromises of its domestic policy. 
In foreign policy questions the Chinese Communists have always followed the 
general Moscow line, as, for example, in 1939-41, when, after the conclusion 
of the Nazi-Soviet pact, they denounced the Anglo-French war against 
Hitler as “imperialist”. 

In spite of this, there are reasons for not viewing the successes of the 
Chinese Communists with too much alarm. In the first place the size of 
China, the deficiency of communications and the persistence of strong centri- 
fugal tendencies are bound to make it difficult for the Communists, even with 
a definite political predominance, to unify the country under a strong central 
control; this means that China cannot be a very solid unit in international 
affairs one way or the other. Secondly, there have been some signs lately that 
the Russians themselves are not altogether anxious for a complete triumph 
of the Chinese Communists. The defection of Tito has certainly had its effect 
on the men of the Kremlin and has caused them to eye with suspicion foreign 
Communists who acquire too much independent power. As long as Com- 
munists outside the Soviet Union are dependent on it for moral and material 
support or can be subjected to some form of direct coercion, they can be 
trusted to toe the line, but if they are firmly established and convinced that 
they owe their success to their own efforts, they are apt, like Tito, to give 
themselves airs and show insufficient respect for the encyclicals and excom- 
munications of the Muscovite Papacy. The Chinese Communists have had 
an independent regional administration and an army of their own for two 
decades, they have had very little help from Russia, and they certainly have 
their share of Chinese national pride; it may be dangerous, therefore, for them 
to win too fast or too easily. Thirdly, it cannot be overlooked in Moscow 
that economically China would be a liability rather than an asset if drawn 
entirely within the Iron Curtain. In her present economic condition China 
must be a headache for any nation which tries to help her, and Russia is not 
in a position to give large-scale economic aid. But if American aid is cut off 
from an anti-American Communist China, the Chinese will expect help from 
Russia and, if itis not forthcoming, the political position of the Communists 
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may be fatally undermined. It seems, for this reason, that Russia has an 
interest in China’s continuing to receive some American aid, and such a 
situation may be expected to give the United States a bargaining lever for 
keeping China internationally not too far from the middle of the road. 


The Failure of the Kuomintang—Political 


. we turn from the international aspect of the Chinese civil war to consider 
the reasons for the Communist victories and the Nanking Government’s 
defeat, these may be classified under two heads: political and military. Asa 
war, the struggle was lacking in dramatic incident; it was more strongly con- 
tested than were the civil wars of the “war lords” in the twenties, but there 
was little hard fighting. It would be, on the other hand, an exaggeration to 
say, as some do, that the war was in reality a purely political struggle with 
the military situation merely registering the political trends. The defeat of 
President Chiang Kai-shek’s Government has certainly been due in part to 
major strategic blunders. 

Politically, the most obvious deficiency of the Kuomintang has been its 
failure to gain support among the peasantry by measures of agrarian reform. 
This has been all the more remarkable because the Kuomintang did not start 
as a party of the landed gentry and has always had agrarian reform theoreti- 
cally as a part of its programme. The Kuomintang originally recruited its 
following among the commercial and professional classes of the towns—the 
element most affected by Western influences and most anxious for economic 
and cultural progress. But the military expansion of the Kuomintang and its 
dependence on armies largely officered from the landed gentry increased the 
influence of the landowning interest within the party, and then after 1937 
the Japanese conquest of the principal commercial and industrial centres of 
China and the retreat of the Government into the interior destroyed the 
ascendancy of the urban business element. The Government became more 
and more dependent on the landowners for the supply of food to the armies 
in the field, and with a galloping currency inflation land purchase or the 
hoarding of foodstuffs became the safest forms of investment. This economic 
trend was reflected in the domination of the Kuomintang by the extreme 
right-wing group known as the “C.C. clique”. It could not be quickly re- 
versed after the end of the war with Japan and it practically precluded any 
serious moves for winning peasant support by drastic alterations of the tradi- 
tional system of land tenure. The benefits which the peasants actually re- 
ceived in the areas under Communist rule were sufficiently substantial to 
produce a general sympathy for the Communist cause in rural China and this 
had its effects, both directly and indirectly, on the course of the civil war. 

In the second place, the Government’s failure to halt the currency inflation 
and its notorious corruption and maladministration produced ever-increasing 
discontent among the salaried classes, including minor officials and university 
and school teachers, who were the hardest hit by the perpetual increases in 
the cost of living. These classes might have continued patiently to endure 
their sufferings if they had been convinced that they were inevitable results 
of post-war readjustment or if Kuomintang politicians and high officials had 
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set an example of austerity. But the manifest self-enrichment and luxury of 
those in power disgusted many who had been most loyal to the Government 
during the Japanese war, and the Government’s efforts to curb disaffection 
by secret police spying and grants of food conditional on political good 
behaviour only accentuated the bitterness of feeling. Not many members 
of the salaried classes were actually Communists, but they all saw that the 
inflation could never be stopped as long as the civil war went on, and they 
became a pressure group for ending hostilities—an attitude which played 
into the hands of the Communists as long as there was any chance of their 
being overcome by the Government forces. 

Thirdly, the Kuomintang alienated even those who might have been ex- 
pected most of all, after the landlords, to be anti-Communist—that is to say, 
the capitalist business class in Shanghai and other commercial and industrial 
centres. The expansion of the “bureaucratic capitalism” which had grown 
up during the Japanese war and the numerous corruptly and inefficiently 
administered economic controls so limited and obstructed the opportunities 
for profitable business enterprise, outside a small ring of favoured families 
close to the Government, that wealthy merchants were heard to say that 
conditions could not be worse under the Communists and might be better. 
When a régime defending private property thus drove its natural supporters 
into opposition, it was not hard for the Communists to make headway even 
among the bourgeoisie with promises of a new deal for capitalism. 

Fourthly, the Kuomintang, which had always from the beginning had its 
main roots in the south and kept most of the plums of office for southerners, 
failed more than ever, after the surrender of Japan, to win popularity in the 
north. This was partly a natural consequence of the course of Japanese inva- 
sion, which had submerged Manchuria and North China, displacing or 
driving into collaboration the old local magnates, while in the south the 
Japanese caused relatively little disturbance to the established order. After 
the war ended and Government troops re-entered North China and Man- 
churia, they were followed by numerous carpet-bagging southerners who 
lost no time in reviving the old latent antagonism of the people of Peking or 
Mukden towards the ascendancy of men of the south. As a result, many 
politicians of northern provincial cliques, by no means sympathetic to the 
Communists on grounds of social policy, made common cause with them 
against central control from Nanking. This was particularly noticeable with 
former supporters of the “Chang dynasty” in Manchuria, and it was probably 
a political error on the part of Chiang Kai-shek that he continued to keep the 
former “Young Marshal” Chang Hsueh-liang in confinement, although by 
releasing him and striking a political bargain with him at the time of Japan’s 
surrender he might have greatly reduced the political appeal of the Com- 
munists in Manchuria. 

Finally, there can be no doubt that the Kuomintang lost in prestige as a 
nationalist party more than it gained in effective material support by its open 
reliance on American aid. In spite of the Soviet re-acquisition of the old 
Tsarist Russian rights in Manchuria and the indirect help given to the 
Communists there by the Russians, the Chinese Communists were able to 
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outbid the Kuomintang in appealing to nationalist and anti-foreign sentiment. 
Outside Manchuria the Russians were notin the picture, whereas the Americans 
were much too visible. The dollars and lavish equipment of the Ameri- 
cans were impressive, but they also fitted in only too well with the picture 
drawn by Communist propaganda of a bloated plutocracy against which the 
toiling masses of Asia were to be led by honest and frugal patriots. The 
Americans interfered in Chinese policy and administration very little—not, 
indeed, enough to ensure that the supplies they provided were properly used— 
but the mere fact of the publicly granted American aid to China was enough 
to deprive the Nanking leaders of what has been for the last thirty years the 
first requisite of a Chinese statesman—the reputation of being independent 
of foreign influence or control. 


The Failure of the Kuomintang—Military 


ITH such adverse political factors it would have been in any case diffi- 

cult for Chiang Kai-shek after the end of the war with Japan to achieve 
much in open warfare against the Communists, who had infiltrated almost 
everywhere behind the Japanese lines in North China during the period of 
occupation and were able to take over control in Manchuria with Russian con- 
nivance. Nevertheless, he had on paper a great superiority of military force 
over the Communists, and his defeat must be attributed in great part to his 
mishandling of the resources of man-power and equipment which he had at 
his disposal. It was not merely a question of morale; though there was a lack 
of fighting spirit and there were some large-scale desertions, the Government 
troops gave quite a good account of themselves on several occasions in 
actual combat. The failure of the Nanking armies was due largely to a 
strategic dispersal of forces which threw away the military advantage which 
the Government initially held. 

The greatest military handicap on the Government side was the habit of 
immobility acquired during the long years of the war against Japan. As the 
Chinese army was inferior in armaments to the Japanese, its task, after the first 
battles in 1937, was conceived as a sort of passive obstruction of the Japanese 
advance rather than as active warfare. Battles took place when the Japanese 
attacked, but when they did not, the Chinese sat in blockhouses and no shot 
was fired for months at a time. These tactics had their use in containing the 
Japanese armies and preventing them from penetration to objectives deep in 
the interior of China, but they inevitably had the effect of making the Chinese 
army defensive-minded to an extraordinary degree and rendering it unfitted 
for active, offensive operations. The Communists, on the other hand, con- 
tinued to develop the highly mobile guerrilla tactics in which they had already 
attained great skill before-1937, and carried the war behind the Japanese lines. 
When the civil war was renewed between the Kuomintang and the Com- 
munists, these great divergences of practice from the time of the war against 
Japan worked greatly to the disadvantage of the former. The American 
training given to some divisions of the Government forces did little to remedy 
their defects, for the American instructors too often provided training which 
was excellent in itself, but quite unsuitable to Chinese conditions. 
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With troops so lacking in mobility and offensive capacity, Chiang Kai-shek’s 
only chance of substantial success was to concentrate on strictly limited 
objectives. In effect, this meant giving up Manchuria and directing his whole 
effort to clearing the Communists out of Shantung and Hopei. In Manchuria 
the odds were against him from the beginning. The Russians refused to allow 
him the use of Dairen, they evacuated Manchuria (outside Port Arthur and 
Dairen which they continued to hold) in such a way that the Government 
troops could never take over in time, and they turned over to the Com- 
munists the big Japanese arms dumps which they had captured. The Govern- 
ment forces which were sent into Manchuria had to be supplied by sea and 
a single railway at the end of the shipping route. In North China, on the 
other hand, the Government had great initial advantages. The Japanese 
delivered the principal cities directly to its forces. The Communists in North 
China were poorly armed in 1945, and only gradually increased their equip- 
ment, partly by captures from the Nanking troops and partly through 
smuggling by sea from Dairen to the coast of Shantung. If Chiang had not 
committed his best divisions to the Manchurian expedition, he would have 
had a good chance of clearing Shantung and keeping open the Tientsin- 
Pukow railway; he would thus have established overland communication 
between the lower Yangtse and the Peking—Tientsin area and would have 
driven the Communists away from the sea into Shansi and Shensi, their old 
hunting-grounds. The situation for the Chinese central Government would 
then have been approximately the same as at the beginning of 1937 when it 
had some degree of authority over all China except Manchuria, which was 
in the hands of the Japanese, and the Communist pocket in the North-west. 
Such a limited re-unification of China should have been sufficient for Chiang 
in the circumstances which confronted him. But his determination to regain 
Manchuria caused him to lose the opportunity of consolidation in North 
China and to lock up a great army north of the Yellow Sea within an ever- 
tightening encirclement which in the end compelled it to capitulate. The 
collapse in Manchuria and the failure to keep open the Tientsin—Pukow rail- 
way meant the isolation of the army in the Peking-Tientsin area, which was 
also driven to surrender; and meanwhile the Communists took the offensive 
against Nanking itself. The tables were turned, and it became no longer a 
question of reconquering Manchuria or North China, but of survival for the 
Kuomintang régime, even in the south. Faced with a Communist attack on 
the capital and having lost face to an extent which had fatally undermined his 
personal authority, Chiang Kai-shek retired from the Presidency and left to 
General Li Tsung-jen, the Vice-President and one of the leaders of the 
Kwangsi clique, the task of negotiating peace with the Communists. For 
the moment hopes were high of a speedy end to China’s tragic civil war by 
a compromise settlement and the formation of a broadly based coalition 
Government, but the Communists’ insistence on the delivery for trial as “war 
criminals” of all the principal leaders and generals of the Kuomintang indi- 
cated no mood for compromise in the victors, and at the end of January the 
prospect ot a renewal of the civil war had not been eliminated. 
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STRONG GOVERNMENT IN THE UNITED STATES 


TANDING in the sharp winter sunshine at his inauguration ceremonies 
before the Capitol in Washington, President Truman said: “Today 
marks the beginning not only of a new administration, but of a period that 
will be eventful, perhaps decisive, for us and for the world.” Making allow- 
ance for Mr. Truman’s solemn exhilaration, it may well be that a new period 
of American policy actually has begun. Certainly, American policy has been 
brought into a focus it has lacked for two years. And new, potentially 
effective, elements have been added. The greatest tribute, perhaps, to the 
potency of present American policy is the concurrent Soviet peace offensive. 
The three major elements of American policy today are recovery in western 
Europe, American rearmament and its integration in the North Atlantic 
Security Pact and President Truman’s new “fair deal” for backward parts 
of the world. While the real significance of the third point remains to be 
developed, it is in essence an effort to make clear to the world that demo- 
cratic self-government and a free enterprise system (not inconsistent with the 
limited Socialism now effective in western Europe) can do more for people 
than Communism can. 

The United States enters this “new period” in a mood of greater confidence 
and stability than it has felt for some time. The edginess which marked the 
Berlin crisis last summer has worn off. There is no longer serious fear of an 
incident which might precipitate widespread conflict. Americans have 
settled down for a long pull. The national economy is quieting down, and it 
appears certain that the peak of inflation has passed. Prices are slightly 
down; the dollar is gaining in value. But there are no signs of a marked 
recession, although in some industries and localities temporary unemploy- 
ment has begun. 

On top of all this, we have a reasonably unified Government. While 
President Truman cannot count on an indefinite honeymoon in Congress, 
his close supporters have established effective political controls, and he will 
probably get most of the legislation he seeks. With the appointment of 
Dean Acheson as Secretary of State, not only will an experienced and talented 
hand be at the controls, but also the long-needed reorganization of the 
Department can go forward. Similarly, it may be possible to carry out many 
of the other reorganization plans proposed by the Hoover Commission for 
the entire administrative structure. If anything of the sort happens—and 
a fair amount of administrative rationalization seems probable—American 
government will be more effective and clear-cut than at any previous time. 

Surveying the rest of the world, the over-all official view in Washington 
may be summarized in these terms: 


The Western Powers have not done badly in the cold war; 


European recovery has made some genuine progress—especially through 
Britain’s own strenuous efforts—but has a long way to go; 
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Adequate American armament and the North Atlantic Pact will give real 
stiffening to the containment policy; 

The shift of Kremlin policy away from national Communism back to the 
class struggle, and again into the various “peace” gestures of early 
1949, is encouraging but should not lull the Western Powers into false 
security ; 

It is not reasonable to assume that western Europe’s dollar and goods 
deficits will have been balanced by 1952, but the United States shrinks 
from anticipating further enormous financial liabilities after that time; 

Enlargement of east-west trade in Europe is necessary, and may partly 
explain the Russian peace offensive; 

A very grave defeat has been experienced in China, and there is consider- 
able danger throughout many of the colonial areas; 

Inadequate progress has been made toward federal unification of western 
Europe; 

The great over-all need of supplying democracy with a dynamic—both 
material and spiritual—has not been met, but there are hopeful possi- 
bilities in President Truman’s “fair deal”. 


The Inaugural Address 
prima pa TRUMAN’S inaugural address was a pretty basic explana- 
tion of policy. In its first section, an assessment of the issues involved 
in the struggle with Communism, Mr. Truman used stronger words than he 


has ever spoken publicly before. He said: “That régime adheres to a false 
philosophy which purports to offer freedom, security, and greater oppor- 
tunity to mankind. Misled by this philosophy, many peoples have sacrificed 
their liberties only to learn to their sorrow that deceit and mockery, poverty 
and tyranny, are their reward. ... The actions resulting from the Communist 
philosophy are a threat to the efforts of free nations to bring about world 
recovery and lasting peace.” 

With that definition of the stark, basic issue, the President called for a 
dynamic democracy to meet and defeat the Communist threat. He outlined 
four basic courses of action: 

The United Nations. The President again emphasized American support 
for the United Nations and its related agencies. In an appeal to the wavering 
colonial areas of the world, he said: “We believe that the United Nations 
will be strengthened by the new nations which are being formed in lands now 
advancing toward self-government under democratic principles.” 

European Recovery Program. ‘The President said: “We must keep our full 
weight behind the European Recovery Program. We are confident of the 
success of this major venture in world recovery.” A budget appropriation 
of some $4,300 million for the twelve months starting July 1, 1949, seems 
reasonably certain. 

North Atlantic Security. The President said : “We must strengthen freedom- 
loving nations against the dangers of aggression... . We are now working 
out with a number of countries a joint agreement designed to strengthen the 
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security of the North Atlantic area. Such an agreement would take the form 
of a collective defense arrangement within the terms of the United Nations 
Charter. ... I hope soon to send to the Senate a treaty with respect to [this] 
plan.” Since early December, talks have been under way with the Benelux 
countries and Canada. Evidently a pact will soon be forthcoming, obligating 
all to come to the defense of any signatory who becomes a victim of aggres- 
sion. There would be a standardization of equipment and pooling of 
resources. Some sort of lend-lease arrangement would be set up, with the 
United States providing much of the equipment. A still-unresolved question 
is the extension of the North Atlantic Pact to Italy, Scandinavia and perhaps 
other countries. : 

The World Fair Deal. 'The President said: “We must embark upon a bold 
new program for making the benefits of our scientific advances and industrial 
progress available for the improvement and growth of underdeveloped 
areas. ... Our aim should be to help the free peoples of the world, through 
their own efforts, to produce more food, more clothing, more materials for 
housing, and more mechanical power to lighten their burdens. ... We invite 
other nations to pool their technological resources in this undertaking. . . . 
The old imperialism—exploitation for foreign profit—has no place in our 
plans. What we envisage is a program of development based on the con- 
cepts of democratic fair dealing.” 

This proposal is obviously intended to do two things: first, it is to dovetail 
into the Marshall Plan, so that, when that program ends in 1952, there will 
be an adequate continuation. Secondly, it is to help provide the democratic 
dynamic so badly needed to combat Communism. So far, the “Fair Deal” 
is in the idea stage only. Mr. Ernest Bevin’s offer of participation and sugges- 
tion that all skills be pooled have given it a cooperative context. Secretary- 
of-State Acheson’s gloss on the idea has added further background and 
precision. But definite form and organization are still to come. The sequence 
is natural, of course, and the “Fair Deal” is now at about the stage the 
Marshall Plan was when Secretary Marshall made his speech at Harvard 
University. 

There is, nevertheless, more than a little substance and experience behind 
the idea. Private enterprise and governmental support have been channeling 
western “know-how” to underdeveloped areas for a good many centuries 
now. The pattern has been changing from colonialism to cooperation. That 
is, perhaps, part of the significance of the Truman plan. This evolution is 
old in British experience, and hence Great Britain ought to be an extremely 
important element in the further application of the proposals. 

In recent years, a great deal of valuable American industrial know-how 
has been channeled abroad, often with governmental aid. Much of it has 
gone to Latin America, and in certain areas very substantial results have been 
apparent. A joint program toward wiping out hoof-and-mouth disease 
among Mexican cattle, for instance, has been very successful. 

Technologies are now available—and are steadily going forward—which 
spell revolutionary progress in agriculture and industry. It is to bring some 
of this progress to bear upon countries which need it most urgently, that 
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President Truman proposed. Already coordinating machinery is available 
through the United Nations, whereby many technological resources can be 
pooled. 

ECA offers one of the largest and most hopeful channels through which 
technical aid is already beginning to come. It is authorized by law to supply 
American technical assistance for dealing with management and production 
problems, where requested by participating nations. Under that provision, 
Britain and the United States have set up an Anglo-American Productivity 
Council. The first of thirty-five British “productivity teams” will soon cross 
the Atlantic. The teams will be assembled in Britain from all levels : managers, 
specialists, production layout men, foremen and some actual workers. 
Workers on the bench level will actually perform jobs at American work 
benches. 

Every day a British productivity team is in the United States, it will reduce 
the result of its findings to writing. Back in England, the team members 
will spend a month going around to plants in their own country, sharing 
their experience with co-workers at home. By the end of 1949, a nucleus 
of over 500 British workers, managers, and officials will have made these 
industrial Cook’s tours of the United States. Here is illustrated the sort of 
thing President Truman proposes to activate on a far wider scale. 

The major load of this new program will be carried by private industry— 
and will be to private industry’s direct benefit. An important stage will be 
the renewed flow of American capital abroad. There is likely to be an integral 
link between the sharing of industrial know-how and the flow of capital. 
For capital will go where it thinks sound management and operations are. 
Nothing could be a more effective inducement. And if private American 
capital starts abroad in sufficient volume, it solves the problem of the con- 
tinuation of ERP. It regularizes the American responsibility as a creditor 
nation in the world. When that moment comes, we shall have turned the 
corner on the road to economic peace. 


Western Defense 

NY day now, the terms of the western defense alliance will be announced. 

In this alliance, the American people are to agree to underwrite the rearm- 

ing of friendly nations and to goto their aid if attacked. The compact is inside 

the terms of the resolution offered by Senator Vandenberg to the Senate last 

June, and passed overwhelmingly. Itis not yet entirely clear whether a formal 

treaty requiring Senate ratification by a two-thirds majority will be presented, 

but it is difficult to see how so sweeping an obligation can be assured on any 

lesser terms. The commitment, at any rate, will declare that an attack on 

any one of the countries signing it is to be considered an attack on all. It will 

thus resemble the Inter-American Defense Pact, to which the United States 
is already a party. 

Lend-lease help will be pledged to the other countries signing the pact. 
That help will be called “mutual aid”, since the other countries will join in 
the common defense. Provision for U.S. military help must be authorized 
by an appropriation bill, which will require a simple majority in both houses 
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of Congress. For the first year, the American financial contribution is likely 
to be relatively modest: about $500,000,000. 

Specifically, the pact is expected to define a protected zone, taking in at the 
outset all the home territories of the original seven signatory countries: 
Britain, France, the Netherlands, Belgium, Luxembourg, Canada and the 
United States. Alaska is likely to be included because of its commanding 
position between Canada and eastern Siberia. 

Other countries likely to join soon are Norway, Denmark, Iceland, 
Ireland and Portugal. If so, the guaranteed zone will include their home 
territories, as well as Greenland, the Azores and perhaps Spitzbergen. 
North Africa is to be excluded. A serious controversy now exists over the 
inclusion of Italy, with France strongly in favor, and Britain opposed. All 
three Scandinavian countries are being vigorously urged to join, but Sweden 
at least is holding aloof and has been pushing plans for an all-Scandinavian 
defense agreement. If Italy stays out, a separate pact may take in North 
Africa, Italy, Greece, Turkey and other Middle Eastern countries. But 
western Europe and the North Atlantic have definite priority. 

Essential to the pact is the coordination of defense forces, with joint 
command. Equipment is to be standardized where possible. The plan is to 
constitute about 20 new divisions, including the 16 or 17 divisions already 
available in western Europe. Some of these divisions would be armored, 
all would be highly mobile. France is willing to supply substantial man- 
power. 

The real value of the defense pact is psychological rather than military. 
The Soviet Union could send many more divisions into action soon after an 


outbreak of war, including nearly 50 armored divisions. But the building 
of 20 new divisions would represent a very long step toward the rearming 
of western Europe, a very serious deterrent to a possible aggressor, and a 
real confidence-builder in exposed countries like France. The defense pact 
is intended to be peace insurance. That it tends in that direction seems to be 
proved again in Soviet diplomacy since the beginning of 1949. 


Production and Supply 

N the domestic scene, there are many more signs of stability than for 
along time. With the inflationary curve definitely flattening out and 
turning downward, labor sees little chance of getting another annual round 
of wage increases. The situation for labor is tolerable, and may not lead to 
serious strikes this year, because prices are dropping and customers’ supplies 
are gaining. Shelves and showrooms, warehouses and stock rooms, are 
beginning to be filled with goods. It is no longer a seller’s market. Even 
motor-cars are beginning to clog in the sales rooms of the more expensive 
makes. The stockpile in coal is nearing a record. Men’s suits’ are in over- 
supply. Lumber has been piling up since autumn. Fuel oil is backing up in 

storage, and petrol is abundant. 
But the influence of all this on prices is not yet very sharp. Production 
costs are still very high, perching on a lofty wage plateau. The dollar at 
its lowest was worth about 57 cents, compared to 1939, and it is not likely - 
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to rise beyond 60 cents in 1949. That is a long way from a price break, and 
there seems no sign of an actual recession so long as the armament program 
is under way and such large supplies of raw materials and manufactured 
goods are being shipped under the European Recovery Program. Moreover, 
the Government—as well as private business—have at their disposal many 
measures of deflation control. Social-welfare programs are to be broadened, 
with widespread benefits which will all tend to support purchasing power. 
Moreover, there is still great need for new housing, which will be encour- 
aged by governmental guarantees. There is as yet no sign of a tax program 
which would be seriously deflationary. On the contrary, President Truman 
and Congress are doubly aware of deflationary dangers, and will certainly 
act in an inflationary sense if that becomes necessary—which is unlikely. 
The feverish part of the boom is over, particularly in the consumer market. 
But the turn in the economic cycle gives every sign of being slow and 
moderate. 


The President and his Men 


FINAL word about the extraordinary man who was inaugurated 

President of the United States on January 20. Mr. Truman is described 
with much reason as the apotheosis of the common man. But then, so is Mr. 
Attlee. Otherwise they are not very like. The small-boy glee with which Mr. 
Truman entered into the week of inaugural festivities was matched only by 
the solemnity and thoughtful sobriety of his address. From Tuesday through 
Friday, Mr. Truman attended twenty-one social and ceremonial affairs. 
He was up each day before six, and seldom got to bed before three the next 
morning. In the 120 hours of festivities, he slept less than 20. On one 
evening, he attended the Electoral College dinner (white tie) and hustled 
home to change for the Inaugural Concert (black tie). He had a wonderful 
time. 

But alongside this exuberance, the Truman Administration advances into 
its problems in a strong position. The calibre of the Cabinet is higher than 
ever before, with notable prospects of increasing its strength by reorganiza- 
tion in the State Department. The chances for major administrative improve- 
ment in the whole executive branch of government are excellent. The Presi- 
dent’s men in Congress have the organization of those bodies under effective 
control, There will be defeats and disappointments, of course. But a picture 
of able, effective government, a sound economy and a public opinion more 
calm, poised and confident than for many years is the outlook as we go 
forward into 1949. 


United States of America, 
January 1949. 





“THE REPUBLIC OF IRELAND” 


MR. COSTELLO’S DEFENCE OF SECESSION 


ponent enters the new year with her international position clarified if 
not improved. On December 21 the President, Mr. Sean T. O’Kelly, 
signed the Republic of Ireland Bill. This measure, which consists of five 
short clauses, repeals the External Relations Act of 1936, and provides that 
the description of the State shall henceforth be “The Republic of Ireland”, 
and that the President “‘on the authority and on the advice of the Govern- 
ment may exercise the executive power or any executive function of the 
State in or in connexion with its external relations”. It is to come into opera- 
tion when the Government so decide. This ceremony, by terminating the 
external functions exercised by His Majesty the King on behalf of the Irish 
State “as the symbol of Commonwealth co-operation”, marked the swift 
execution of the Government’s decision, first announced by Mr. Costello at 
Ottawa on September 7, 1948,* to complete our secession from the Common- 
wealth. The twenty-six counties to which Ireland has now been internation- 
ally reduced will, therefore, soon become an independent republic. So 
perishes the illusion that Mr. de Valera’s ingenious device, external associa- 
tion, “is in a sense a via media between Dominion status and treaty relation- 
ship”.t 

The debates and declarations which accompanied the passage of the Bill 
into law were neither illuminating nor satisfactory. Mr. Costello moved the 
second reading in the Dail, on November 24, in a speech which was both 
prolix and inconsequent; a defence rather than an explanation. Claiming that 
the measure was “an instrument of domestic peace, of national unity and of 
international concord”, he emphasized that it was neither designed nor con- 
ceived in any spirit of hostility to the British people or the British Crown. 
After paying tribute to the efficiency and dignity with which the King had 
carried out his duties in regard to Ireland, he expressed regret at his illness 
and hope for his speedy recovery. He then proceeded to embark on a long 
and involved discussion of the relations between Great Britain and Ireland 
before and after the Treaty of 1921. Of this account much was irrelevant and 
some illogical. Admitting that the Statute of Westminster had made each 
Parliament in the Commonwealth fully sovereign and each people a complete 
national entity, without fetter or bond of any kind, he proceeded to claim that 
the Crown, for some undisclosed reason, was still a cause of friction. This 
statement, so far as our official relations with Great Britain are concerned, is 
simply not true. Asserting first that in his opinion we were not a member of 
the Commonwealth since the enactment of the present Constitution in 1936, 
he later declared that no lawyer, however erudite he might be in constitutional 
or international law, could state specifically whether we were inside or out- 


* See THE Rounp Taste, No. 153, December 1948, p. 46. 
+ The Commonwealth and the Nations, by Nicholas Mansergh, p. 213. 
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side the Commonwealth now. This contradictory statement was followed 
by his denunciation of the Northern Ireland Government for not accepting, 
as a basis for Irish unity, a Constitution which, he claims, terminated our 
membership of the Commonwealth! 

Wisely, no doubt, he did not attempt to explain how the Bill could be 
reconciled with the statement which General Richard Mulcahy, the leader of 
his own party, Fine Gael, made when he was elected to its leadership on 
January 27, 1944, that they stood “unequivocally for membership of the 
British Commonwealth”; or with his own equally explicit election pledge in 
February, 1948, that “Fine Gael if it is elected to power will not propose any 
alteration in the present Constitution in relation to external affairs”. The 
nearest he came to an explanation of this repudiation of his party’s definite 
pledges was a suggestion that the acceptance of the quasi-republican Constitu- 
tion of 1936 by the British Government had in some mysterious way released 
those who were under an obligation to maintain the Treaty of 1921, which 
has of course never been denounced. Whatever may be the real explanation 
of this dishonest volte face by the Fine Gael party, it now seems clear that Mr. 
Sean Mac Bride, the Republican Minister for External Affairs, was not its initi- 
ator. After the general election, on February 18, 1948, he stated specifically in 
the Dail that his party could not claim that they had obtained a mandate from 
the people to repeal the External Relations Act, as, indeed, they had not; and 
there is no reason to believe that he has departed from that attitude. The 
initiative for Mr. Costello’s change of front must therefore have come from 
his own party. The only substantial excuse now advanced by Mr. Costello 


for the act of secession is that it will “take the gun out of Irish politics, bring 
about unity and domestic concord in our lives, and replace the symbol of the 
Crown by the symbol of the Republic”, thus creating “a rallying point around 
which all sections of our people can unite”. 


Domestic Peace? 


DMIRABLE as these objects sound, it is very doubtful whether they will 

be attained. The Republic of Ireland Act, far from “taking the gun out 

of Irish politics”, is in fact a surrender to that small and implacable minority 
who have stained Irish politics with blood for a quarter of a century and 
whom even Mr. Mac Bride does not represent. By making our Northern 
border fully international the Act has in fact focused attention on the question 
of Partition and thus given the extremists a permanent and substantial 
grievance which is a far better excuse for bloodshed than the puerile External 
Relations Act. Gunmen can be only temporarily satisfied by surrender. 
Even during the debate on the Bill Captain P. Cowan, T.D., who recently 
left the Clann na Poblachta party, stated that there had been too much talk 
about Partition and not enough action. The six Northern counties were, he 
said, being kept apart from the rest of the country by Britain and by Irish 
people there who were misled. “The only way we can solve Partition”, he 
declared, “is by marching across the Border and ending it. The only way we 
can end it is by force, and if the young people get the opportunity of taking 
it they will end Partition very quickly.” A Fianna Fail deputy, Dr. P. J. 
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Maguire, in a public speech on December 29, suggested that Northern Ireland 
should be treated like Hyderabad, and Mr. E. McAteer, M.P., the Nationalist 
member for Derry in the Northern Parliament, proposed in a speech at 
Dublin on January 9 that steps should be taken to delay and obstruct the 
Government of Northern Ireland. 

Equally ominous threats were made during the recent celebrations of the 
one-hundred-and-fiftieth anniversary of the Rebellion of 1798. Mr. Tom 
Barry, an ex-I.R.A. “brave”, said that the spirit of ’98 showed that all they 
needed was complete unity in order to march on the Six Counties and regain 
them; while Father P. Murphy of Wexford, who presided at the final rally 
of the celebrations, where disedifying public squabbles took place between 
rival politicians, made the truly Christian declaration that the time had 
come for a show-down with Britain, “a show-down to show her up as a 
barbaric tyrant”. Finally, Mrs. Margaret Buckley, president of Sinn Fein, that 
strange shadow organization which claims to represent the extremist tradi- 
tion, made clear their attitude when she said, at the annual convention in 
November, “To set up a republic for only part of the country is a negation of 
our centuries-old struggle and a perpetuation of Partition. Ulster belongs to 
us by right and there must be no bargaining about it.” It is idle to hope that 
these aspirations will be confined to words. Mr. Costello has, unfortunately, 
himself given every encouragement to illegal attacks on Northern Ireland by 
his declaration that he will never again take part in a Government which has 
to enforce order by extra-judicial processes. No one should know better than 
he that the bloody intimidation of the I.R.A. and its like can be stopped in no 
other way. Mr. de Valera when he took office in 1932 indulged in similar 
pipe-dreams, but he soon learned by bitter experience that the men who use 
guns to commit political murder must be dealt with by summary methods if 
legitimate government is to be maintained. It would of course be quite mis- 
leading to suggest that these incendiary speeches represent the view of the 
people as a whole. So far is the republic from becoming a “rallying point” 
for national unity that it is true to say that at least 60 per cent of the electorate 
are quite indifferent whether we are a republic or not, while of the remainder 
at least half would prefer to remain in the Commonwealth. 


National Unity? 

HE Republic of Ireland Act, muchas Mr. Costello resents being reminded 

of the fact, has in truth made national unity quite impossible of attain- 
ment. The violent declarations already referred to have naturally had their 
aftermath in Belfast, where during the Christmas holidays a player belonging 
to a Nationalist football team was nearly killed by a hostile mob after a match, 
it being subsequently alleged that the police did not intervene promptly 
enough to protect him. Such exhibitions of hooliganism are the result of 
reviving the republican issue in the North. The claim, made by Mr. 
Costello during his speech in the Dail, that every Irish Government since 
1922 has “travelled more than halfway” along the road of conciliating the 
North, is simply absurd. Kevin O’Higgins, who knew the facts, wrote in 
1924, “If, in January ’22, we had sat down in grave council to consider how 
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best we could destroy the prospect of union with those elements which were 
standing out in the North-East, we could not have devised a better programme 
to that end than that which we have in fact carried out from January ’22 to 
date.”* Nor did Mr. de Valera’s Administration improve on that record, for 
their successive attacks on the Treaty of 1921, culminating in the Republican 
Constitution of 1936, were, in fact, as now fully appears, the death-knell of a 
united Ireland. If, therefore, we reproach the Northern Government with 
making no advances to us they can justly retort that our only contribution 
towards reunion has been false rhetoric and destructive action. It is accurate 
to state that, with the exception of essential negotiations concerning water- 
power and the like, the Irish Government has never made any attempt to 
seek a real modus vivendi with Northern Ireland. On the contrary, the whole 
direction of policy and purpose has been centrifugal. The complete ignorance 
of the Northern attitude and the naive idea that the British Government can, 
by waving a magic wand like the fairy queen in a pantomime, compel 
Northern Ireland to surrender its allegiance to the Crown and enter an Irish 
Republic are on a par with the view expressed by Mr. Costello, that it is only 
the machinations of the “ruling class” in Belfast which prevent national 
unity. Irish Republicanism has in fact no roots in the tradition of either the 
North or the South. Originating with the United Irishmen at the end of the 
eighteenth century, it was started by Belfast dissenters and inspired by French 
Jacobinism, its spiritual fathers being Wolfe Tone and Tom Paine. The 
United Irishmen were, as Mr. Frank MacDermot has recently pointed out, 
a Jacobin “fifth column” who felt about Paris much as the modern Communist 


feels about Moscow. Moreover, the idea of a republic is in reality quite con- 
trary to that Gaelic social tradition and ideology of which we hear so much, in 
which the hereditary chief claimed the complete loyalty of the community. 
It is tragic that the gratuitous introduction of a foreign political formula 
should now ensure the permanent division of the country. 


Public Criticism 
LTHOUGH the Republic of Ireland Act passed through Parliament with- 
out a division in either House, public criticism of the Government’s 
action was bitter and considetable. Alone among Irish newspapers the Irish 
Times, in a series of forthright leading articles, criticized the cynical contempt 
with which the Government, and particularly the Fine Gael Ministers, had 
treated the electorate. In the Dail, Mr. A. P. Byrne, an Independent Dublin 
deputy, moved a motion, subsequently withdrawn, asking the House to 
refuse to give the Bill a second reading on the grounds that it would impair 
the prospect of Irish unity. Mr. de Valera, who maintains that the Act makes 
no fundamental change in the Constitution, contented himself with an 
elaborate defence of his previous policy. But at a press conference in Man- 
chester he made the ominous statement that “people who realize the impor- 
tance of their country would be entitled to use force to set Partition right”, 
with the saving declaration that “the did not believe in force as a method of 
settling differences if it can be avoided”. One cannot forget that he also 
* Kevin O’ Higgins, by Terence de Vere White, p. 205. 
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stated before the outbreak of the Civil War in 1922 that “there is a constitu- 
tional way of settling our differences”. 

Mr. James Dillon, the energetic Minister for Agriculture, was fortuitously 
absent in America, attending a meeting of the F.A.O., during the debates in 
the Dail. He was, therefore, spared the difficult and unpleasant task of eating 
his own words. He seems, however, to have found plenty of scope at 
Washington for his somewhat melodramatic type of oratory. While he 
vehemently urged that the British Government and the United States should 
coalesce against Russian hegemony by uniting their economic and fiscal 
systems he was careful to add, somewhat illogically, that all Ireland wanted 
was “‘to be let alone”! 

The best speech during the lengthy debates was made by Professor J. J. 
Bigger, the distinguished pathologist, who represents Trinity College in the 
Senate. Professor Bigger, who is of Ulster stock, reminded the House that 
some of his ancestors fought with the United Irishmen and that he was 
never a Unionist. He said that the repeal of the External Relations Act 
was a tragic mistake and that he could not dismiss from his mind the fact 
that he was taken in by a confidence trick, having voted for Fine Gael in 
the belief that their leaders were honest men, whose promises could be 
relied on. The title of the Bill was, he claimed, deliberately misleading. 
Our Parliament had just as much right to declare a Republic for the British 
Isles as it had for the whole of Ireland. He feared that as the Church had 
failed to take the gun out of Irish politics the kind words of Mr. Costello 
would also fail. The gun which had killed for the Republic might be turned 
against Northern Ireland, and that way lay civil war. In seeking to achieve 
the maximum of freedom they were, he said, walking away from the maximum 
of re-union. If Mr. Costello believed that opposition to Irish reunion was 
confined to an intractable ruling class in Northern Ireland, he assured him he 
was making a great mistake. The people of the North were convinced they 
were right and they would not be affected by threats or vituperation. Conclud- 
ing this honest and courageous declaration Professor Bigger said that his oppo- 
sition to the Bill was based mainly on the conviction that it would postpone 
for a generation or more the one thing he most desired, the reunion of Ireland. 

The difference between a politician and a statesman is that the former takes 
a short view and the latter a long one. Mr. Costello and his colleagues are, 
unfortunately, politicians; nor is he himself “Taoiseach Timber”, if one may 
adapt an American metaphor. In order to achieve their momentary aim of 
outflanking Mr. de Valera, the Government have poisoned the wells of Irish 
political life, destroyed the raison d’étre of the Fine Gael party, made our 
northern border permanent and international and reduced Ireland to a 
position of international impotence. The fate of pledge breakers in politics, 
as in other human affairs, is inevitable. They cannot fool people twice. 


International Concord ? 
R. COSTELLO’s final claim that the establishment of an Irish Republic 
will lead to international concord is equally dubious. So far it has only 
led to international confusion. The approach of the British mind to the 
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questions involved has been characteristically pragmatic. One can imagine 
some harassed senior official in the Commonwealth Relations Office murmur- 
ing to himself, “Those wretched Irish are at it again. Let’s pretend nothing 
has happened and call it a day.” To say, however, as Mr. Churchill did, that 
“No real or material change has taken place in the position which has been 
accepted or endured for the last ten years or more”, is to ignore the facts. 
Three-quarters of Ireland has now definitely seceded from the Common- 
wealth, and nothing can be gained by ignoring this unpleasant fact. It is one 
thing to say, as Mr. Attlee did in the House of Commons on November 25, 
that the British Government does not, in consequence of this secession, 
regard Ireland as a foreign country or its citizens as foreigners; it is quite 
another thing to determine the legal results of this decision; and the expert 
advisers on both sides of the Irish Sea are still trying to ascertain what they 
are. Irish citizens are said to have acquired rights of equal citizenship in 
Britain under the provisions of the British Nationality Act of 1948, passed, 
be it remarked, while Ireland was still associated with the Commonwealth, 
while British citizens in Ireland have been granted reciprocal rights by an 
order of the Irish Government made at the commencement of the new year 
under the Irish Nationality Act of 1935. But these rights are based solely on 
legislation which can be revoked or perhaps questioned at any time. 

But it is in the wider domain of international affairs that serious harm has 
been done. The Irish Government, so far as its international policy can be 
ascertained, proposes to make the settlement of Partition a bargaining 
counter for our participation in a North Atlantic Pact. This is a dangerous 
and may well be a disastrous game to play. Unless we are no longer “the old 
indomitable Irishry” it is certain that we cannot remain neutral in the work 
of helping to organize the defence of what remains of Christian Europe. We 
cannot, for example, protest, as we have recently rightly done, against the 
arrest of Cardinal Mindszenty and ignore the imminent threat which that 
arrest implies to our faith and life. That our Government is well aware of 
our real position is proved by their full participation in E.R.P. and by the fact 
that they have recently permitted British and American officers of all services 
to make a detailed survey of the Irish coast-line and other points of military 
significance. Their deeds belie their words, but the people do not realize this 
fact. In short we have got our Republic but we have yet to learn in terms of 
experience what it means. “There is not”, writes Mr. Churchill in the first 
volume of his remarkable history of the War, “one of the peoples or pro- 
vinces that constituted the Empire of the Hapsburgs to whom gaining their 
independence has not brought the tortures which ancient poets and historians 
had reserved for the damned.”* Let us hope that some future historian will 
not have to record a similar verdict in the case of the Irish Republic. 


Ireland, 
February 1949. 


* The Gathering Storm, by Winston Churchill, p. 8. 
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OLD AGE OF A PARLIAMENT 


VEN if the footfalls of time be noiseless, time marches on. This may 

well have been one of the reflections of Mr. Attlee as he drove on a 
January morning from Chequers, the mellowed country seat of Prime 
Ministers in Buckinghamshire, to resume work at 10 Downing Street on his 
sixty-sixth birthday. After his indifferent health of the past year Mr. Attlee 
is a fit man again, astonishingly resilient to the strain of office in irksome 
days. For nearly three and a half years now he has been Prime Minister and, 
while his leadership of his own party is more firmly established than ever 
before, political opponents, too, concede respect to this quiet and modest 
Socialist whose public speeches are so uniformly dull. But the Parliament 
in which Labour strode to power for the first time in 1945 has entered upon 
the last full year of its statutory term, and before midsummer of 1950 the 
electors will pass judgment upon Mr. Attlee’s Administration. Many straws 
in the wind show how sensitive Ministers are to the approach of a general 
election and how increasingly anxious the more cautious of them are to stand 
well with the best electoral intelligence. 

Mr. Herbert Morrison, that astute and able organizer of Labour’s victory, 
used the occasion of his first public speech of the year to warn his party’s 
electoral candidates that they must not promise their constituents the moon 
unless they felt themselves able to deliver the moon, which must always 
remain doubtful. He warned his colleagues that the British electors have a 
good sense of proportion, and that so far from being “‘sold on reckless 
promises” they have a habit of preferring the party that is conscientious and 
careful. Mr. Morrison stands for a policy of consolidating what has been 
already achieved by the Labour Party—by improving the administration of 
nationalized industries and learning from experience—and on those Socialists 
who would gamble on winning support at the next election for another great 
programme of nationalization he lays a restraining hand. It has been noted, 
too, that a census of distribution which was to have been taken in 1950 has 
been postponed by the Government for a year. This census, with its prospect 
of new forms to fill up in a form-ridden land, had excited much grumbling 
among shopkeepers and small tradesmen. M.P.s of all parties have been 
made aware of this opposition and the President of the Board of Trade, 
perhaps because 1950 will also be the year of the election, has deemed it 
expedient to defer the collection of information about the distributive 
trades, for which economists and planners have long been yearning. 


The Lynskey Enquiry 


ib was because of the approaching election, too, that Ministers and their 
supporters were especially anxious about the probable findings of a 
Tribunal which investigated allegations of corrupt practices against certain 
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Ministers and other public servants. This Tribunal, with Mr. Justice Lyn- 
skey as chairman, was appointed in October after motions authorizing this 
particular form of enquiry had been passed at the request of the Government 
in both Houses of Parliament. In the weeks before Christmas the newspapers 
were filled with long reports of the evidence given before the Tribunal, and 
the prolonged cause célébre was an unfailing topic of conversation every- 
where. The country hummed with bright stories about the proceedings and 
the personalities involved. Most of these stories contained a malicious 
twist against the Government. One of them affirmed that all this could never 
have happened if poor Mr. Attlee had been alive. In their most exaggerated 
form the allegations were that Ministers and public servants were being paid 
large sums of money to influence them in relaxing industrial controls in 
favour of business men who were prepared to resort to bribery. Most of the 
allegations were proved to be fantastic nonsense. The unpleasant residue 
of truth in all this was that one junior Minister and one well-known Labour 
man deriving important appointments from Government patronage were 
found to have been keeping very queer company. In the report of the 
Tribunal, published on January 26, both were censured for having allowed 
themselves to be influenced in their official conduct by gifts or hospitality 
received or by offers made tothem. Thecase revolved mainly about the exotic 
activities of an alien “business agent” who had eluded the police after having 
hada deportation order madeagainst him as long agoas 1933. This man, who 
now calls himself Sydney Stanley, although an undischarged bankrupt lives 
in an expensive flat in Park Lane and had there dispensed lavish hospitality. 
The Tribunal recorded of Stanley that he is a man who would make any 
statement, true or untrue, if he thought it to his advantage, and that his 
technique had been to represent to people that upon payment of large sums 
of money to him he could secure for them licences for various purposes 
and assistance from different Ministries by paying bribes to Ministers and 
officials. He was able to lend colour to these statements—about which they 
knew nothing at the time—by assiduously cultivating the acquaintance of 
Ministers to the point at which he could show himself to be well known to 
them and received by them upon apparently friendly terms. 

The Tribunal found that Mr. John Belcher, M.P., who resigned his office 
of Parliamentary Secretary to the Board of Trade during the enquiry, had been 
influenced, in such official actions as intervening to secure the granting of 
licences and withdrawing a prosecution, by gifts and hospitality received 
from Stanley. He had further been influenced in the granting of licences by 
gifts of wine and spirits from a whisky distiller in Glasgow. There was no 
trustworthy evidence that he had received any sums of money from anybody 
in respect of any of these transactions. Mr. George Gibson, C.H., a former 
chairman of the Trades Union Congress who had become a director of the 
nationalized Bank of England and chairman of the North-Western Electri- 
city Board, at a salary of £4,000 a year, was censured for having assisted 
Stanley in various enterprises in the hope of material advantage to himself. 
In fact he received only some trivial gifts and—like Mr. Belcher—the present 
of a suit of clothes. The other Minister prominently involved was Mr. 
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Charles Key, the Minister of Works, but the Tribunal reported that he had 
been in no way influenced in his official actions by such gifts or hospitality 
as he might have received from Mr. Stanley. Two other Ministers—one of 
whom was Mr. Hugh Dalton, a member of the Cabinet—were completely 
cleared of any allegations against them arising out of their slight contacts 
with Stanley. A number of civil servants whose names had been mentioned 
in the enquiry were also found to be guiltless of any impropriety. 

The facts on which Mr. Belcher and Mr. Gibson were censured were 
unpalatable enough. But when the whole matter was seen in perspective the 
great bubble of rumour about widespread corruption in high places was 
quickly deflated. Labour M.P.s and their leaders deplored the facts revealed, 
but they were gratified to know that things were no worse. The Opposition 
treated the whole matter in a dignified way and resisted any temptation to 
make party capital out of it. They feel that men of all parties have a common 
interest in preserving the purity of public administration and that any 
departure from the high standards that prevail in this country is a reproach 
which must be as repugnant to a Labour Government as to any other. Mr. 
Gibson has resigned his Bank directorship and his other post. A debate on 
the report which took place in the House of Commons on February 3 was 
prefaced by a personal statement from Mr. Belcher in which he announced 
his decision to resign his seat. 


Israel and the Labour Party 

N the House of Commons on January 26 the Government suffered a seri- 

ous jolt through the coincidence of a revolt of their own supporters with 
an Opposition attack upon Mr. Bevin because of the Government’s handling 
of affairs in the Middle East, mainly in regard to Palestine. For the first 
time in this Parliament the Opposition voted against the Government on an 
issue of foreign policy. This was mainly because of the indignation that had 
been aroused by the circumstances of the shooting down of British military 
aircraft by Israeli fighters during the R.A.F. reconnaissance after the Jews 
had made their incursion into Egypt. Mr. Churchill led the Opposition attack 
on this phase of Mr. Bevin’s activities, but he was careful to explain that this 
did not mean that the Opposition were withdrawing support from the main 
structure and principles of the Government’s foreign policy. In a debate in 
December both Mr. Churchill and Mr. Eden had joined with Liberals and 
with many Labour back-benchers in urging the Government to give im- 
mediate de facto recognition to Israel. Mr. Bevin would not be hurried about 
this, and the fact that recognition was still withheld aggravated the widespread 
criticism of the Government’s Middle East policy that developed in the House 
in January. The feud between Arab and Jew has always torn the Labour 
Party, and on this occasion there was a fusion of Labour critics of Govern- 
ment policy towards Israel with those of his own party who have always 
harassed Mr. Bevin with attempts to push him farther to the left. These 
embers were deftly fanned by Mr. Churchill, who stated the case for Israel 
as strongly as Mr. Bevin insisted on the need to be careful of Arab interests 
and Muslim sentiment throughout the Middle East. In spite of an appeal by 
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the Prime Minister to his followers to demonstrate their full confidence in the 
Government in the face of what he described as a party manceuvre by Mr. 
Churchill to undermine the position of the Foreign Secretary, the Labour 
dissidents sullenly refused to respond. They could get no firm promise from 
the Government about de facto recognition of Israel, although Mr. Bevin 
had hinted that recognition was impending after he had completed consulta- 
tions with Dominion Governments and the Brussels Treaty Powers. When 
the division was taken about 50 Labour members abstained, and the Govern- 
ment’s majority fell to 90. They normally have a majority of about 160 over 
any other possible combination in the House. This came as an unpleasant 
shock to the Government and was a little wounding to the amour propre of 
Mr. Bevin, who had hitherto exercised undisputed sway over the House in 
foreign affairs debates. It appeared to produce no more serious political 
consequences. Two days later the Foreign Ministers of the Brussels Treaty 
Powers, with Mr. Bevin presiding, agreed that the time had come to give 
de facto recognition to Israel. Labour critics of the Government felt that they 
had succeeded in halting a policy of hostility to Israel and that the chastening 
of Mr. Bevin would do him no harm. No suggestion can be read into this 
Commons vote of any general weakening of support for the Government 
in their own party. 

Up to this point the unfailing support given by the Opposition to the 
Government’s foreign policy had been one of the notable features of this 
Parliament. According to Mr. Churchill the Opposition have received little 
encouragement in the course they have pursued. In the December debate on 
foreign affairs in the Commons he complained that the present Government 
have never taken the Opposition leaders into their confidence about foreign 
affairs—any more than they have done about defence policy—and in trenchant 
terms he contrasted this unfavourably both with the present United States 
technique of a bi-partisan policy in foreign affairs and with the practice of 
British Governments of the past. None the less Opposition support has 
been given, and with the solid Conservative vote to rely upon in any time 
of trouble Mr. Bevin has never been much worried by gibes and sniping 
from the left-wingers of his own party. The Palestine vote, however much 
tempered by Mr. Churchill’s explanation of the limited extent of front 
attacked, was a warning to Mr. Bevin that this support cannot be regarded 
as unwavering in all circumstances. For Mr. Bevin’s general handling of 
European affairs and for his marching so closely in step with the United 
States in maintaining the Allied footing in Berlin against Soviet machinations 
the Opposition have had little but praise. They have seen him combine 
firmness with patience in the face of much provocation. It is a little over a 
year since Mr. Bevin announced the decision to begin in Europe the develop- 
ment of a Western Union—after the breakdown of Four Power co-operation 
—and he can look back on substantial achievements in giving solid shape to 
this conception, in both the economic and the military spheres. The Prime 
Minister and Mr. Bevin have both had differences with Mr. Churchill about 
the best methods of moving towards a wider unity of Europe, but this 
controversy may be mitigated by the agreement of the Brussels Treaty 
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Powers on a Council of Europe. Much will depend on the choice of the 
British delegation to the Consultative Assembly. Unless the Government 
agree to send a delegation representing all parties there will be bitter objec- 
tion by the Opposition. The moves being made towards the negotiation of 
a North Atlantic Pact to link the United States and Canada in a collective 
defence system with western Europe have the support of everybody except 
the Communists. 


An Improving Economic Outlook 

N the economic front nearly all the tendencies are encouraging—in 

spite of a reduction of the carcass-meat ration by twopence a week 
because of Argentina’s failure or inability to maintain her contractual ship- 
ments. Sir Stafford Cripps, Chancellor of the Exchequer, has now fitted the 
harness of austerity to the backs of the nation with the firmness which wins 
respect for his policy in spite of all chafing. With Marshall Aid, the econo- 
mizing of imports, the shifting of buying to non-dollar areas and the 
sustained flood of exports, the Chancellor of the Exchequer can point now 
to a very great improvement in the country’s balance of payments. In a 
Commons debate on the American Aid and European Payments Bill on 
January 27 he was able to show that the sterling area’s gold and dollar 
deficit of £1,024 million in 1947 had been brought down to £423 million 
last year and that the deficit on the United Kingdom’s total balance of pay- 
ments had been reduced from £630 million in 1947 to an annual rate of 
£280 million a year in the first half of 1948. Although he could not give 
the final figures for the year, he hinted that when these are available they will 
probably show that for the second half of 1948 we came very near to a balance 
in our total overseas payments in those six months. On visible trade alone 
there was what the Chancellor called a crude deficit of only £75 million 
sterling. When the invisible items are available and reckoned the total balance 
of payments for the half-year is likely to show results even better than that. 
Exports in 1948 were £450 million greater than in 1947, and Sir Stafford 
saluted this herculean performance by British industry and commerce. He 
described the achievement as one in which our people can justly take pride 
and one “from which the democratic world can draw comfort and inspira- 
tion”. The objective set is to make ourselves independent of all exceptional 
external assistance by the middle of 1952, when Marshall Aid will come to an 
end; and Sir Stafford gave the warning that the way will be hard and effort 
must be unrelaxed. If there is no set-back and the four-year plan sketched 
is roughly achieved, the reward should be that by 1952 this country will have 
regained its economic freedom. 

While all this is in train the United Kingdom is giving a vigorous lead in 
economic collaboration with all the other countries participating in the 
Marshall Plan. There are occasional complaints that this country, led by its 
unrelenting Chancellor of the Exchequer, is setting a pace which others 
cannot possibly maintain. These difficulties are being smoothed out in 
Paris by the O.E.E.C. and all may yet be well with the march to European 
recovery. There has certainly been a change here in the public attitude to 
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Sir Stafford Cripps. This austere and indefatigable man was at first widely 
regarded as the sort of person who would impose austerity for austerity’s 
sake. It is now realized that in an economic sense he has set himself to 
lead a fight on the beaches, in the streets and on the hills for Britain’s 
economic salvation. The country will always follow staunch leadership, 


and now that the policy is fully comprehended ready support is being 
given. 


The Steel Nationalization Bill 


INCE Parliament reassembled in mid-January muffled protests have been 

repeatedly heard from the remote Commons committee-room where the 
Bill to nationalize the iron and steel industry is under consideration. Having 
secured a second reading of this Bill on November 17, by 373 votes to 211, 
the Government pushed it off the floor of the House to be reviewed in detail 
by a Standing Committee of fifty members. These committees are constituted 
on the basis of the strength of parties in the House, with the result that there 
are only fifteen Conservatives on the Standing Committee to maintain during 
this vital stage the resistance of the Opposition to what they regard as the 
worst features of the worst of all nationalization Bills. Nor is this all. After 
the second reading the Government swung their majority into action again 
to pass a “guillotine” motion to limit the time during which the Bill may be 
debated, both in the Standing Committee and on its further stages in the 
House. Under this motion the committee stage must be completed by March 
17. The Opposition protested and voted solidly against what their motion 


described as an “arbitrary curtailment of debate upon a measure vitally 
important to the economic life of the nation”; but their protest was unavail- 
ing. Mr. Herbert Morrison, who is Leader of the House, confessed that he 
does not like the clang of the guillotine’s blade on parliamentary discussion, 
but he complained that there had been disgraceful obstruction by the 
Opposition of last session’s Bill to nationalize the gas industry and indicated 
that the Government would have no more of that. He presented the 


“ 


guillotine” as a respectable parliamentary instrument, invented by Lord 
Salisbury as long ago as 1887. It is true that the “guillotine” has been used 
by Governments of all parties to hasten controversial proceedings in the 
House, but the device had never been used to curtail debates in a Standing 
Committee until the practice was introduced by the present Government 
earlier in this Parliament. So the “guillotine” was sanctioned; a certain time 
was allotted by a sub-committee for the discussion of each group of clauses; 
and if this group is not completed in time whole clauses may be passed over 
without any debate. When this happens Opposition members protest that 
it is the negation of democratic procedure; and Government supporters 
retort that it only happens because the Opposition have deliberately wasted 
time by talking for too long on earlier clauses of the group. A neatly sardonic 
touch is lent to these proceedings by the fact that it is a Conservative who 
has been chosen to be chairman of the Committee and to operate the 
“guillotine”. 

The Iron and Steel Bill will nationalize the principal firms engaged in 
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the basic processes of the iron and steel industry, together with all their 
wholly owned subsidiary companies. A schedule to the Bill nominates 107 
of the principal firms to be acquired and their names are among the most 
famous in British industry. In addition to these there will be 150 subsidiary 
companies to be taken over. These iron and steel firms, to be transferred to 
the ownership of a State concern to be known as the Iron and Steel Corpora- 
tion of Great Britain, have an issued capital of {£195 million and employ 
300,000 workpeople. Shareholders will be compensated, in iron and steel 
stock, on the basis of stock-exchange values of their holdings on prescribed 
dates. The Government’s estimate is that compensation will cost £300 
million. Because of the enormous goodwill attaching to the names of steel 
firms whose products are known all over the world, the Government appear 
to have decided to ride this industry on a loose rein under nationalization by 
allowing the firms to continue as separate entities under their own names and 
existing managements, subject to general direction and supervision by the 
Corporation. The transfer of ownership is to take place on May 1, 1950, 
which will be on the eve of the general election, or on such later date as may 
be appointed within eighteen months of the passing of the Act. 

The second-reading debate on the Bill, which began on November 15, 
lasted for three days.. The Bill was heavily attacked by the Opposition, led 
by Mr. Churchill, and even the Liberal Party—which has supported some of 
the Government’s other nationalization measures—spoke and voted against 
it. The case made for the Bill by Ministers on economic grounds was un- 
convincing. No clear answer was given to the Opposition argument that a 
better course would have been to improve upon, and tighten up if need be, 
the existing arrangements under which the highly organized iron and steel 
industry is working under State control and supervision, exercised by the 
Minister of Supply through a Steel Board. The Government merely asserted 
that control without ownership was not enough. Nobody sought to show 
that the industry had ever refused co-operation with the Steel Board. Nor 
was any proof advanced that the industry will be more efficiently managed 
under State ownership, that it will produce more steel than is being provided 
for in the industry’s own reorganization plan, or that it will produce more 
cheaply. The Government’s main contention was that the iron and steel 
industry must necessarily be something like a monopoly, and that since the 
country’s whole economy pivots on steel a democratic Government must 
insist that this shall be a public monopoly rather than a private producers’ 
monopoly. No complaint could be made about the industry’s present 
production record. Although the demand for steel still exceeds the supply in 
these years of reconstruction, this industry, by introducing a longer working 
week, has raised its production to the record figure of 15,500,000 tons of 
steel ingots a year. Future production is planned by the industry itself to 
rise to 18,000,000 tons. A persistent Opposition argument was that nationa- 
lization, which will be hanging over the industry’s head for a year and a half 
or more before it comes into effect, will discourage the enterprise of firms and 
diminish production. 


Another strong objection to the Bill was that a great many of the iron and 
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steel firms and their subsidiaries are engaged not only in the production of 
raw material but also in the manufacture of all kinds of finished articles, 
ranging from great bridges such as that which spans Sydney Harbour to 
umbrella frames and florists’ wire. Nationalization, therefore, will be pushed 
far beyond its main objective of the iron and steel industry. One reason for 
the Bill advanced by Mr. George Strauss, Minister of Supply, was that it 
was a great reform which would “remove from the private sector of our 
economy to the public sector the industry which is the citadel of British 
capitalism”. This did not go very well with some of the other arguments 
advanced by the Government on economic grounds; and Mr. Churchill 
found in the Minister’s statement proof of his conviction that this was not 
so much a scheme to promote industrial efficiency as “‘a burglar’s jemmy to 
crack the capitalist crib”. A subsidiary theme of the long debate was the 
Opposition’s criticism that the compensation terms are unjust to shareholders 
in steel firms. Even Sir John Anderson, who uses words carefully, was driven 
to say that while as an ex-Chancellor of the Exchequer he liked to see the 
Government making a good bargain he deplored a resort to gangster 
methods. One of the main arguments was that iron and steel shares had been 
artificially depressed in value both by the threat of nationalization and by 
the industry’s response to the Government’s appeal for a limitation of divi- 
dends to help in countering inflation. Sir Stafford Cripps replied very 
effectively to this part of the debate. He submitted that compensation on the 
basis of share values in a free market is perfectly fair, and pointed out that 
shareholders were given the option of compensation on share values in 1945, 
before the general election, or in 1948. He also quoted statistics which 
appeared to show that industrial shares generally have not been depressed in 
value by the voluntary limitation of dividends and that steel shares last year 
advanced in value rather more than other industrials. This was the one 
criticism to which the Government had a reply that carried weight. 


The Rights of the Private Member 

FTER a deprivation which has lasted for ten years private members of 
the House of Commons have now had restored to them by the Govern- 
ment the right to introduce Bills of their own. Since war threw its approach- 
ing shadow over the parliamentary scene in 1938 every Government has 
found it necessary to appropriate all the time of the House for government 
legislation. Private members have struggled hard against government 
tyranny, and in this session their efforts are to be rewarded. Ten days have 
been set aside for the consideration of private members’ Bills and the amateur 
legislators, stimulated and canvassed by outside organizations, have been 
hammering away at drafts in a Vulcan’s smithy that rivals the law factories 
of Whitehall. Of 353 members who entered a ballot 25 have won the right 
to introduce Bills, and they are producing their handiwork in a rich variety. 
Oddly enough, although there are but two Communists in a House of 640 
members, it was a Communist who drew the first place in the ballot. The 
subjects of Bills introduced range from spelling reform and the abolition of 
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censorship of stage plays to reform of the divorce law and the abolition of 
the hunting and coursing of wild animals for sport. The last-named Bill 
will omit fox-hunting for the reason that it was thought that rural opposition 
to the abolition of this sport might have ruined all chances of its success. 
Another member will introduce a separate Bill to abolish fox-hunting to see 
what support it will obtain. Had Sir Alan Herbert been fortunate in the ballot, 
which he was not, he had intended splintering a lance in the new cause of the 
“liberation” of Newfoundland. He holds that the island’s future should be 
decided only by its own Parliament after the restoration of the full powers of 
Dominion self-government enjoyed before the Commission of Government. 
Lord Sempill has stated his intention of introducing a “Newfoundland 
Liberation Bill” in the House of Lords. 


Civil Estimates 


ITH the end of the financial year approaching attention was sharply 

directed to domestic budgetary problems by the presentation of supple- 
mentary civil estimates for £221 million. The magnitude of this excess of 
spending beyond the original estimates for the year was as startling to 
Government supporters as it was to the Opposition. Although he had 
budgeted last April for a nominal surplus of £789 million the Chancellor 
of the Exchequer had made it plain that the real surplus would be no more 
than £330 million. The supplementary estimates will bite deeply into that 
figure. More than £100 million of the extra money required is to meet the 
unexpectedly high cost of the national health service and to finance food 


purchases and subsidies. It is now seen that the national health service, in the 
first nine months of the scheme, is to cost £208 million, as compared with 
the £150 million of the original estimate. With an aggressive lead from Mr. 
Churchill the Opposition immediately began a close parliamentary scrutiny 
of the Government’s financial administration. 


Great Britain, 
February 1949. 


NORTHERN IRELAND 


HE sixth Parliament of Northern Ireland was dissolved on January 21, 
eighteen months short of its five-year term, and a new House of Com- 
mons will be elected on February 10. The general election has been character- 
ized as opportunist, but it is an obvious consequence of Eire’s forthcoming 
departure from the Commonwealth. Sir Basil Brooke was bound to give 
such an opportunity for Northern Ireland to dissociate itself from the new 
Republic, and to answer the revival of the Partition issue by reaffirming its 
desire to remain within the United Kingdom. The result will also be designed 
to impress the British Government with the continued strength of Unionist 
conviction and to reinforce the case for safeguarding the settlement of 1920. 
The return of the Unionist Party with a convincing majority is, of course, 
the primary guarantee of the present position; but the question of incidental 
safeguards has been raised in advance with the British Government. At 
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meetings in London this month Sir Basil Brooke put forward proposals based 
on an examination of the effects of Eire’s action on the Constitution, economy 
and administration of Northern Ireland. Officially, these discussions have 
been described as arising from the repeal of the External Relations Act, 
but it is more correct to say that they arose from the new Republic’s hostility 
to Partition and the application to its citizens of the British Nationality Act. 

For this reason only one of the proposals made to the British Government 
was concerned purely with constitutional law. This was a request that Mr. 
Attlee should give statutory expression to his pledge that the Constitution 
of Northern Ireland cannot be changed without the consent of its own Parlia- 
ment. Practical politics make this axiomatic, but the letter should allay fears 
of a unilateral revocation of the Government of Ireland Act, and there is 
precedent in the Statute of Westminster for Parliament so to bind its suc- 
cessors—morally if not formally. To this amendment the British Government 
is understood to have consented. 

The other matters raised at Downing Street sprang largely from the accord- 
ing of civil rights to Eire citizens and had a defensive purpose. The wisdom 
of the British Nationality Act as it affects Great Britain was not contested, 
but it was submitted that the Act is capable of putting Northern Ireland at a 
disadvantage. In particular, it was argued that an Hire citizen should not be 
able to qualify as an Imperial parliamentary voter in Northern Ireland 
without a period of residence when his vote is liable to be cast in favour of 
removing Northern Ireland from the United Kingdom. This is perhaps the 
best example of the rough edge of a policy which Northern Ireland, pre- 
occupied with the maintenance of its British connexion, suspects as carrying 
friendliness too far. The legislation dealing with Ireland has not yet reached 
the Imperial Parliament, and it is not known whether this objection has been 
met, The British Government is certain, however, to hesitate before intro- 
ducing variations in the law as between Great Britain and Northern Ireland, 
and the question is also complicated by the delegation or reservation of 
powers under the devolutionary system. 

No complaint is made against the correctitude of Mr. Attlee’s attitude 
towards Northern Ireland, nor do thinking Unionists underestimate the 
need for judicious treatment of the Irish Republic. But there is an impression 
that the British Government have not shown a warm enough measure of 
support for Northern Ireland as part of the United Kingdom. There is seen 
a disposition to speculate on whether Ireland would now be united in the 
Commonwealth and at peace if the Home Rule Bill of 1886 had not been 
opposed; but that is hardly relevant to Northern Ireland’s present case that 
it should not be beaten with the olive-branch held out to the Republic. 

The general election has accordingly been treated as one of critical impor- 
tance. On the one hand it is a reply to Eire and on the other a reminder to 
Great Britain that the conditions which caused crisis in Ireland in 1912 and 
1920 have not been changed to an extent warranting a disturbance of 
Partition. The declaration of the Irish Republic would raise few problems, 
were it not committed to ending the compromise reached in the Govern- 
ment of Ireland Act. With this aim its political parties have intervened in 

M 
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the election by financing candidates, and while this is understandable some 
anxiety must be felt as to how aggressively the anti-partition campaign will 
be conducted. Should the polls reveal that the pro-British majority is still 
strong, any attempt to force the issue may well aggravate feeling and lead 
to disaster. The best service which the British Government can render to 
Ireland may be to persuade the Republic that the North cannot be coerced 
and that changes must be left to the process of time. There is, moreover, an 
element of artificiality in the agitation, by reason of the considerable economic 
advantages which in the event anti-partitionists in Northern Ireland would 
be unwilling to exchange for the border. In general, one must regret that 
by pressing for an arbitrary form of unity Eire should threaten to mar a 
period of rapid progress and development in Northern Ireland. Too often 
do Irish politics tend to obscure the not inconsiderable success of a very 
significant experiment in local self-government. It is reasonably secure that 
Sir Basil Brooke, having made the issue King or Republic, will receive a 
renewal of his mandate and one of full validity. In the late Parliament the 
Unionist Party held 35 of the 52 seats and had the support of three other 
members on the maintenance of the Constitution. Nationalists gains are un- 
likely, and the election will turn on mixed working-class constituencies in 
Belfast, where Labour opposes the Government. As it happens, this party is 
divided in allegiance and is nearing the point at which one section must join 
the all-Ireland Republican Labour Party and the other a Labour Party linked 
with Great Britain. The election, for the matter of that, should demonstrate 
that there is still a deep-rooted and fundamental Irish problem, a legacy of 
English and Scottish colonization three centuries ago, for which Socialism, 
in Ireland or in Great Britain, has not the answer. 


Northern Ireland, 
January 1949. 
Postscript 


The General Election on February 10 resulted in the return of 35 Unionists, 
9 Nationalists, 2 Independent Unionists, 1 Irish Labour and 1 Socialist Re- 
publican. Four members, at least two of whom will be Unionists, have 
yet to be returned by Queen’s University, Belfast. By gaining three seats 
from Labour in Belfast Sir Basil Brooke’s Government is assured of an in- 
creased majority. 





PAKISTAN 


A RELIEF OF TENSION 


HETHER the crisis through which Pakistan has passed was more 
imagined than real is difficult to say, but it is certain that in the closing 
months of 1948 there was an almost universal feeling in Karachi that grave 
dangers were impending. The successful Indian offensive in Kashmir, 
coming on top of India’s painless victory in Hyderabad, gave Pakistanis a 
consciousness of their own weakness and of India’s strength. Judging from 
certain articles which appeared in sections of the Indian press, and from 
ill-guarded speeches of politicians who should have known better, India 
did appear to be in a sabre-rattling mood, and it was not surprising that 
Pakistan hurriedly embarked on an accelerated armament and defence pro- 
gramme. While refugees from Kashmir were pouring into the West Punjab, 
a sinister exodus of Hindus took shape in Eastern Bengal. The course of 
this was partly economic, for in some districts of East Bengal the price of 
rice had risen to over Rs. 50 per maund, which was enough to make life very 
difficult for the urban middle classes; but there were also psychological 
factors at work, and the implications looked ominous. It was in this incle- 
ment atmosphere that an Inter-Dominion Conference met in New Delhi to 
discuss almost the whole field of Inter-Dominion relations, with the one 
significant exception of the Kashmir dispute. Once more the good sense of 
officials, who spoke the same language, had been reared in the same admini- 
strative tradition and had mostly been members of the same service, gained 
the day. On both sides, genuine desire was shown not only to reach agree- 
ment over the Conference table, but to ensure that every single point of — 
agreement should be properly implemented. This happy result led to a 
distinct easing of tension by the end of December, to which also some 
reasonable and statesmanlike speeches by Pandit Nehru contributed. Then 
with the New Year, on the heels of a crop of rumours, came the glad news 
that both Dominions had agreed to a cease-fire in the battle-ground of Kash- 
mir. It was hailed with the utmost satisfaction and relief, and Pakistan is 
on the whole confident that the conditions proposed by the United Nations 
Commission will enable a plebiscite to be conducted in fair conditions. 
Pakistan has never asked for more than that, and is sanguine that given such 
conditions Kashmir, the population of which is nearly 80 per cent Muslim, 
will inevitably choose to join the largest Muslim State in the world. 
Pakistan and India now find themselves in the pleasant position of basking 
in the light of world approval and are conscious that they have the distinction 
of being cast for the réle of the Security Council’s only major success. It can 
almost be hoped that the settlement of this hitherto intractable dispute may 
prove to be the first swallow in the summer of world peace. Nevertheless, 
the Security Council still stands very low in the estimation of Pakistan, 
which is highly incensed at the Dutch escapade in Indonesia and the failure 
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of the Council to stop the rot in that predominantly Muslim area and in 
Palestine. Pakistan and India are making common cause in their attitude to 
the Indonesian affair, and the Foreign Minister has led a strong delegation to 
the Asian Conference in New Delhi. The western democracies are coming in 
for a good deal of criticism for their failure to condemn the Dutch more 
unequivocally, but the strong line taken by Mr. Bevin in delaying recognition 
of Israel, despite heavy pressure from so many directions, has been much 
appreciated, and the tone of the Pakistan press is now generally favourable 
to the United Kingdom. Mr. Liaqat Ali Khan, it will be recalled, had 
incurred some criticism for committing Pakistan so warmly to the Common- 
wealth connexion without obtaining any tangible guid pro quo, such as a 
promise of assistance in the Kashmir dispute; but lukewarm enthusiasm, 
to put it at its highest, for the Commonwealth status gradually changed to a 
feeling that all was for the best when the Pakistan delegation returned from 
London and gave an account of themselves. At present, it may be said that 
Pakistan recognizes how difficult it is for the Commonwealth team, com- 
prising so many different races and interests, to follow a common and united 
policy in all walks of foreign affairs, but is nevertheless glad to be a member 
and anxious to pull its weight. 

The Inter-Dominion Conference at New Delhi deserves more than the 
passing mention which has already been made. It covered an enormous 
amount of ground and dealt with a host of complicated problems in great 
detail. The primary task of the Conference was to review the previous 
Calcutta and Karachi Agreements, with a view to seeing how far they had 
been implemented and setting up machinery to ensure that deficiencies should 
be made good. Breaking new ground, it tackled financial matters arising 
out of the partition of the Punjab and Bengal and achieved a very satis- 
factory agreement in regard to the former; the problems arising out of the 
Bengal partition proved slightly less easy to solve and there are still some 
ragged ends. The problem of evacuee property could not be settled, but 
was further discussed at a later conference called for the purpose in January 
at Karachi, where also other matters relating to the division of assets were 
discussed, on the whole successfully. 


Provincial Escapades 


ie the field of internal affairs, provincial politics have long been the despair of 
all good Pakistanis, but matters have come toa head in the West Punjab and 
in Sind. The Government of the former has been superseded, the Legislative 
Assembly dissolved, and the Administration entrusted to the Governor. It is 
an ironical twist of fate that the one Province which under the old régime 
succeeded in maintaining political stability and avoiding “Section 93” rule 
should be the first to collapse and come under Governor’s rule after the 
country gained its independence. The Central Government deserves con- 
gratulation for refusing to let itself be deterred from taking this drastic but 
necessary step by prestige considerations: and it says a good deal for the 
sound practical sense of the Pakistanis that the fact that the Governor happens 
to be a British officer of the former Indian Civil Service has not grated on 
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national sentiment. The Governor General’s proclamation was welcomed 
with hardly a jarring note. It made no attempt to minimize the grave state of 
affairs in the Province, but referred to the demoralization of public life by 
corruption and the destruction of the discipline of the services by intrigue. 
The administration of the Mamdot Government was characterized as having 
been carried on for the benefit of the few with little or no heed to the needs 
of the people. General elections are to be held, and on these, the Governor 
General said, depends the future not only of democracy in the West Punjab 
but of Pakistan itself. A similar fate for Sind cannot be long delayed, unless a 
deus ex machina appears who can establish a secure ministry. It will be 
recalled that Mr. M. A. Khuhro, the strong man of Sind, was dismissed from 
the Premiership by the Quaid I Azam and called upon to face charges of 
maladministration and corruption. His successor, Pir Illahi Bakhsh, after a 
precarious tenure of nine months, has similarly fallen from grace. While 
certain allegations against his conduct as Premier were still under examina- 
tion by the Governor of Sind, an election tribunal, which had been appointed 
in the previous year, found him guilty of corrupt practices in connexion with 
the general election of 1946, and disqualified him from being a voter of the 
Sind Assembly for a period of six years. This led to his resignation and the 
appointment of a caretaker government. The odds are against the formation 
of a stable ministry, and the Governor General is likely to have to intervene 
again. 

The North-West Frontier Province remains tranquil and well administered, 
but feeling grows at the Centre that the Provincial Governments must be 
scrapped, in the interests of efficiency, economy and the good name of Pakis- 
tan, and the whole administration of West Pakistan centralized. In fact, 
it is hardly too much to say that the whole future of Pakistan depends on 
the grasping of this particular nettle. The matter will be decided by the 
Constituent Assembly, which is now at length taking up constitution- 
making in earnest, but it is believed that the provincial representatives will 
put up a stiff fight; many of them, unfortunately, would like to retain these 
happy hunting-grounds of the professional politicians and their hangers-on, 

The position of East Bengal is, of course, somewhat different. Some sort 
of provincial administration will be necessary there, for it would be imprac- 
ticable to administer centrally from Karachi an area over one thousand miles 
away from Western Pakistan. The bonds uniting the two halves of the 
Dominion are not so strong as could be desired, and the Central and Pro- 
vincial Governments sometimes find themselves at loggerheads. A possible 
solution is that the constitution will be framed on the basis of a federation 
between Eastern and Western Pakistan, each member being virtually auto- 
nomous, except in the spheres of defence, currency, foreign affairs and per- 
haps communications. 


The Constituent Assembly 


UDGING by its achievements, the short December session of the Pakistan 
Constituent Assembly (Legislature) was a busy one, for ten official Bills 
were passed. Actually, however, the absence of an effective opposition makes 
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it all too easy for Government to carry through its legislative business, and 
debates were rarely prolonged. One of the most important measures was 
the Banking Control Bill, which empowered the State Bank to fix a per- 
centage of bank assets (not exceeding 75 per cent of time and demand 
liabilities) to be maintained in Pakistan. The State Bank was also given wide 
powers of general control over banking companies, including power to lay 
down the policy in respect of advances by particular banks or banks in general. 
The Bill followed the lines of the corresponding Indian measure, which 
has been before the public for a considerable time, and was chiefly directed 
against the smaller banking concerns, of which there is a large number in 
Eastern Bengal. 

Considerable interest was aroused by the stringent Hoarding and Black 
Market Bill, which served as an earnest of Government’s determination to 
put down these evils, which in Pakistan are the chief contributory causes 
of the growing inflation. The Bill provided a comprehensive definition of 
hoarding and black-marketing and made it obligatory on courts to impose 
minimum terms of imprisonment, as well as fine, except for special reasons 
to be recorded. It also introduced the principle of vicarious liability : where 
an offence is committed by a body corporate or firm, every director or part- 
ner, if actively concerned in the business, will be deemed to have committed 
the offence, unless he can prove not only that it was committed without his 
knowledge, but also that he had used all due diligence to prevent its com- 
mission. Another measure, which caused dismay in the foreign community, 
was the Income-Tax Amendment Bill. This provides that, subject to such 
exceptions as may be made by Government, no person who is not domiciled 
in Pakistan shall leave Pakistan unless he first obtains from the competent 
authority a tax-clearance certificate or an exemption certificate. Shipping 
and air transport concerns are made responsible for seeing that passengers 
are in possession of the required certificate, and failure to do this will render 
them liable to pay not only a heavy fine but also the amount of tax that may 
be due from the passenger. They are thus placed in a particularly difficult 
position, and have entered a strong protest. The feeling of the business 
community generally is that Government should have consulted the public 
before rushing through a measure of this nature. 


Pakistan, 
January 1949. 


The Editor regrets that his correspondent in India has been prevented by illness 
Jrom sending his usual quarterly contribution. 





CANADA 


THE DOMINION AND THE HAVANA CHARTER 


LTHOUGH Canadians may congratulate themselves on overcoming 
the acute phase of a shortage of United States dollars and rebuilding 
their reserves of gold and hard currencies, they cannot view the long-term 
prospects of Canadian trade without some concern. As at least a quarter 
of Canadian production is destined for export and takes the form of sur- 
pluses, most of which cannot be consumed in Canada, any sharp decline in 
the volume of exports might at any time start a depression. Nor is it enough 
for the volume to be maintained. The exports must be sold for the right 
currencies in order that their proceeds may suffice to meet payments of 
interest and dividends in the United States and to pay for imports. 

Canada’s chief external markets have been in the United Kingdom and the 
United States, and the Canadian economy has become complementary to the 
economies of these two customers. Both markets give some cause for mis- 
givings. The buying power of the United Kingdom, which was supported 
during the war by the liquidation of investments and by Canada’s con- 
tributions to the war effort, and after the war by loans and by the European 
Recovery Programme, will eventually be limited by the ability of the United 
Kingdom to sell goods and services, directly or indirectly, in dollar markets. 
The United States has, of course, ample buying power, but will buy in 
Canada only if Canadians are able to supply in competition with other sup- 
pliers those goods and services which Americans require. 

These considerations raise a vital problem: what will the structure of the 
Canadian economy be if the traditional surpluses cannot be sold in the 
United Kingdom (or anywhere outside the dollar area) because no acceptable 
means of payment can be found, and cannot be sold in the United States 
because the United States does not require them? Except at a time of 
universal shortages, it is unlikely that Canada can find expanding external 
markets for some of the more highly finished manufactures of which the 
production has been developed during the war. The market for food pro- 
ducts in the United States is limited, in spite of the tariff reductions secured 
at Geneva, by the “escape clause” in the Trade Charter, which allows a quota 
to be “imposed on imports if it is necessary for the enforcement of measures 
which operate effectively to restrict the quantities of the domestic product 
which may be marketed” in the importing country.* If the external markets 
for surpluses fall off, the official Canadian policy is to maintain employment 
by governmental expenditure designed to improve the competitive position 
of the industries affected. Such a policy contemplates merely a temporary loss 
of markets. But it is not impossible that the loss may be permanent.t 

There are various ways in which the Canadian economy may be modified, 

* Havana Charter, Art. 20, 2(¢). 


+ Canada’s trade problems are discussed in a recent work by several hands, Canada’s 
Economy in a Changing World, edited by J. Douglas Gibson, Macmillan, Toronto, 1948. 
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if not transformed. A vigorous immigration policy might do something to 
enable a domestic market to be found for foodstuffs which would otherwise 
constitute surpluses for export; but it would have to bea very vigorous policy 
and it would encounter many obstacles. The growth of Canadian manu- 
factures, which have been expanding at a rate comparable with the rate of 
restoration in devastated countries, may decrease Canadian dependence on 
imports from the United States; but it might well at the same time decrease 
Canadian imports from the United Kingdom and consequently the ability 
of the United Kingdom to buy from Canada. If some unification of the North 
American economy were practicable, Canadian manufactures might compete 
on equal terms in the wide markets of the United States, and some of the 
great industrial organizations which have branch-plants in Canada might 
divide their activities so as to carry on part of their production in Canada 
and part in the United States. If plans for the future take the form of closer 
trade relations with the United Kingdom or the United States, or with both 
these countries, they are apt to be somewhat complicated and quite incon- 
sistent with the new rules governing international trade. 


The Framework of International Trade 
S Canada is a member of the Monetary Fund and is likely to ratify the 
Trade Charter, which was put into final form at Havana, the future of 
Canada’s international trade must lie within the framework provided by these 
agreements. The Monetary Fund contemplates currencies with gold parities 
and limits the conditions under which these parities may be changed. The 


essence of the charter is to put an end to discriminatory trade agreements 
and to replace them by bilateral agreements, the benefits of which are extended 
by a universal most-favoured-nation clause to all members of I.T.O. 

The extent of the obligations assumed under these two agreements is not 
clearly realized by the general public. It is often suggested that we should 
“take out the plug” and allow the rate of exchange between the Canadian 
and American dollars to fluctuate freely, so that Canadians who want United 
States dollars may always obtain them by paying the necessary premium. 
And projects for supplementing the trade agreements negotiated at Geneva 
by further bilateral agreements with the United Kingdom or the United 
States are often discussed. Such agreements are, of course, quite possible; 
but the charter would require that every tariff concession accorded by any 
country should extend to every member of I.T.O. 

The prevalence of this irresponsible discussion is disturbing to those who 
have thought of Canada as exemplary in observing international obligations. 
It is to be explained partly by the natural reluctance of the Government to 
make the full extent of its proposed commitments clear before the time comes 
for the final ratification of the charter, and partly by the experience of the past. 
Historically, every attempt to find wider markets for Canadian surpluses has 
taken one of two forms: a reciprocity agreement with the United States or a 
preferential trade agreement with the United Kingdom. It is hard to realize 
that these devices are on the point of being renounced for ever, for the sake 
of providing a firm basis for multilateral trade. 
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The charter has not put an end to imperial preferences. Indeed, it re- 
cites the preferential systems which exist and which are exceptions to the 
rule that concessions made to one country must extend toall. It then provides 
that international agreements shall not stand in the way of negotiations for 
the elimination of these preferences. No margin of preference may be 
increased. No new preferential arrangements may be made except for the 
purpose of development or reconstruction. Unless they are endorsed by 
two-thirds of the members of I.T.O., new arrangements must be between 
countries in the same economic area (or territories d’un seul tenant) and must 
be open to other countries in that region which are engaged in similar 
programmes of development or reconstruction. The duration of a new 
arrangement is limited by the programme of development or reconstruction 
to which it is incidental, with a maximum duration of ten years. The arrange- 
ment may be renewed for five years, but only with the consent of I.T.O. 
It is not easy to imagine new preferential arrangements into which Canada 
might enter with the approval of two-thirds of the members of I.T.O. 
or under conditions which make this approval unnecessary. A reciprocity 
agreement with the United States would be extremely difficult to disguise 
in this form because all members of I.T.O. are anxious for access to 
United States markets and because the United States, as an opponent of 
discrimination, cannot well afford to set a bad example. 

How then can the basic problems be solved? How can Canadian products, 
and in particular Canadian manufactures, obtain free entry into the United 
States? How can imports from the sterling area and from other countries 
be encouraged at the expense of imports from the United States? Is it even 
conceivable that both these problems should be solved at the same time? 

There is nothing in the charter to forbid the formation of new political 
unions, either by the admission of a territory to an existing federation or 
by a completely new federation. The entry of Newfoundland into the 
Canadian confederation is an example of the first of these unions; a federa- 
tion in western Europe would be an example of the second. Federation 
normally dissolves tariffs and other trade barriers as well. A desperate 
remedy for a Canadian trade crisis, should one occur, would be political 
union with the United States. It would be a union of the first of these two 
types and therefore particularly offensive to Canadian pride. In the past it 
has been termed “annexation”. Canadian identity would disappear. While 
it is very easy to discuss political union in general terms, as if it were a com- 
monsense arrangement which would hurt nobody, loss of identity is a price 
which Canadians would not pay unless the alternative were extremely 
disagreeable. It is difficult to explain this point to Americans without giving 
offence, because it is very difficult for them to put themselves in the shoes of 
Canadians. Perhaps the simplest explanation is to suggest that, as the ratio of 
population is roughly one to twelve, equity would demand that there should 
be a one-in-thirteen chance that the Canadian name and institutions should 
be dominant. “Cut a pack of cards and if you cut a King you will join us. 
A Governor General will replace the President, Parliament will replace 
Congress and the States will become Provinces. Our tariff will supersede 
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yours. If you cut some other card, then we will join you. If you dislike 
the idea of a one-in-thirteen chance of these changes, you will realize how 
disagreeable a certainty of corresponding changes would be to us.” 


Customs Unions 


a would hardly have been worth while to mention the possibility of poli- 
tical union were it not for the purpose of being clear about the possible 
implications of a customs union. The terms of a customs union would have 
to be settled by detailed agreement, but they would of necessity conform to 
the conditions laid down in the Havana Charter. In that charter a customs 
union is defined as “the substitution of a single customs territory for two 
or more customs territories so that (i) duties and other restrictive regulations 
of commerce . . . are eliminated with respect to substantially all the trade 
between the constituent territories, and (ii) . . . substantially the same duties 
and regulations of commerce are applied by each of the members of the 
union to the trade of territories not included in the union”.* The exceptions 
include the maintenance of existing preferences (subject to negotiations for 
their elimination), the use of restrictions designed to protect the balance of 
payments and the “escape clause” for agricultural and fisheries products. 
In practice, a common tariff is no doubt envisaged and an essential feature of 
a customs union is its exclusive character. A country could not be a member 
of more than one customs union. It is one of the ironies of the Havana 
Charter that, although it forbids exclusive bilateral tariff concessions, the 
tariffs which may not be lowered may be completely abolished. 

In many ways Canada would gain by a customs union with the United 
States. Canadian industries (or Canadian branches of United States industries) 
could produce for the whole North American market and could enjoy all 
the advantages of large-scale production and distribution. Automobile 
manufacturers, for instance, might make one or more of their models in 
Canadian factories devoted exclusively to these models. Similar specializa- 
tion would not be practicable in all industries, but on balance Canadian 
industry might well gain rather than lose in volume. 

On the other hand, it would be difficult for Canada to retain her large 
market in the United Kingdom, because that country would have to find the 
means of payment by selling in Canada in the teeth of American competition. 
It is hardly to be expected that the United States would agree to the mainte- 
nance of any effective preferences by preserving the existing Canadian tariff 
against American goods in the case of items affected by the preferences. 
The abolition of the tariff barriers against the United States would convert a 
British preference into an American preference. Britain, it is true, might 
improve her access to American markets in virtue of the provision that the 
new customs area must not impose duties and other regulations of commerce, 
“on the whole higher or more restrictive than the general incidence of the 
duties and regulations of commerce applicable in the constituent territories 
prior to the formation” of the area.t 

The complete transformation of the United States tariff which this clause 

* Havana Charter, Art. 44, 4(@). + Ibid. 2(a). 
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of the Havana Charter seems to demand would probably be an insuperable 
difficulty in the way of successful negotiations for a customs union with 
Canada. The elaboration of a common tariff would require close political 
co-operation, which would have to be maintained in all subsequent tariff 
negotiations with other countries. The freedom of action of both the United 
States Congress and the Parliament of Canada in tariff matters would be 
greatly impaired. A customs union would have to be accompanied by careful 
agreements concerning currency policy, the use of restrictions to regulate 
the balance of payments, the use of the “escape clause” for agricultural and 
fisheries products, movements of population incidental to the re-locatiou of 
industry, the burdens to be imposed on industry by taxation or by social 
security legislation and perhaps concerning conscription for military service. 
Some of these issues might be postponed, but the tendency ofa customs union 
to lead in the direction of political union is clear. 

At least equal difficulties would attend a customs union between Canada 
and the United Kingdom. The common American assumption that customs 
unions are in some way “unnatural” if a broad expanse of water separates 
their members may be quite unfounded. But Britain’s other commitments 
and other needs would create enormous difficulties for a customs union 
confined to one Commonwealth country. 


Free-trade Areas 
HE charter, as drafted at Havana, differs from the Geneva version 
in recognizing the possibility of a Free-trade Area, which it defines 
as “a group of two or more customs territories in which the duties and other 
restrictive regulations of commerce ... between such territories are elimi- 
nated on substantially all the trade in products originating in the constituent 
territories”.* The exceptions are the same as in the case of customs unions. 

At first sight there does not seem to be much difference between a customs 
union and a free-trade area: but, in practice, the free-trade area might be 
much easier to create. As products of foreign origin are not affected, there is 
no need for the member-countries to have a common tariff. Their existing 
preferences can, therefore, be retained quite easily. And the formation of a 
free-trade area comprising one group of countries does not preclude any 
one of those countries from becoming at the same time a member of other 
free-trade areas. 

These differences might be of some importance to Canada. A free-trade 
area consisting of Canada and the United States would not involve (of 
necessity) any change in the rates of duty levied by either country on the 
products of third countries. If imported raw materials were a significant 
factor in the cost of one country’s product, a system of refunds or surtaxes 
might be worked out to govern its exportation to the other country.t Either 
country could raise or lower its tariff against third countries, either uni- 
laterally or by agreement, without having to consult the other. For instance, 
if products originating in the United States were admitted free of duty, 

* Ibid. 2(b). 

+ The Havana Charter is silent on the subject of the third-party content of products 
originating in a member-country. 
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Canada might have little or no interest in retaining tariffs on similar products 
from other countries. The possibility of negotiating a free-trade area with 
the United Kingdom would always be present, in theory at least. There 
would be serious practical difficulties but they would not be comparable to 
those which stand in the way of a customs union. The road towards free 
trade with Canada’s major customers may lie through the creation by agree- 
ment of two free-trade areas. 

Preferential tariffs, customs unions and free-trade areas can be arranged 
only if willing partners can be found. If the Government of Canada 
were to indicate its willingness to contemplate the type of agreement which 
would suit it best—presumably a free-trade area—would the United States 
or the United Kingdom be attracted by the proposal? It is part of the 
pardonable vanity of small countries to think of larger countries as eager 
to absorb them. But, apart from any ulterior aims, the United States might 
well be willing to take steps looking towards the rationalization and unifica- 
tion of the economy of North America. Its greatest difficulty would lie 
in its policy of agricultural protection, but a free-trade area might leave the 
agricultural “escape clause” intact. The United Kingdom might well desire 
to increase its opportunities for exporting to Canada in order to be able to 
buy more from Canada. A free-trade area is almost the only alternative to the 
hazards of multilateral trade. One obstacle would be agricultural protection 
in the United Kingdom, though the payment of subsidies would not be 
affected. Another would be Britain’s existing trade preferences. These 
preferences extend to territories some of which are the scene of develop- 
mental programmes which require protective tariffs against the United 
Kingdom. They could not, therefore, be developed into free-trade-area 
agreements. They could, of course, remain even if Britain became part of 
a free-trade area. A third obstacle would be Britain’s future trade relations 
with western Europe. If these were to take the form of a customs union, 
preference might remain, but a free-trade area would be difficult to reconcile 
with the terms of the charter. 

The creation of I.T.O. has done something to promote multilateral 
trade and to banish some of the worst abuses of trade barriers by intro- 
ducing provision for consultation and for mutual assistance in maintain- 
ing full employment. It has, at the same time, set some very pretty puzzles 
for those countries, of which Canada may be one, which desire a further 
increase in their trading opportunities. It is by a process of exhaustion, by 
examining the very limited scope of new bilateral trade agreements subject 
to the most-favoured-nation rule, and of new preferential agreements, that 
Canadians may be driven to explore very seriously a type of project—the 
free-trade area—which very few of them had even imagined* before the 
Havana conference of 1947-48. Like Hope, at the bottom of Pandora’s box, 
this strange device may be the key to the future. 

Canada, 

February 1949. 


* Although Canada had actually been a free-trade area for a short period after the 
enactment of the B.H.A. Act by effect of sections 121, 122 and 123 of the Act. 
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TOWARDS A FREE ECONOMY 


HE progressive removal of war-time controls from the Australian 

economy has brought out prominently the difficulties and conflicts . 
involved in current economic and social policies. These difficulties and 
conflicts have become manifest in the deficiency of current output, in rising 
prices and in the heavy burden of taxation required to finance Government 
spending, particularly on social services. 

With only just over a thousand persons receiving unemployment benefits 
in July 1948, out of a total working force of some 2} million, and with some- 
thing like 200,000 jobs unfilled, it is clear that the aim of full employment 
has been far exceeded. But the supply of goods and services available is not 
correspondingly high. The forty-hour week, the problems of absenteeism 
and high labour turnover, the difficulty of arranging for a smooth flow of 
materials and output in the face of inadequate stocks, and of frequent in- 
dustrial, transport and power stoppages, the bottlenecks in the output of basic 
materials and fuel, are all severely hampering the expansion of production. 
This deficiency of output is made still greater by the (possibly temporary) 
conversion of Australia from her pre-war status of overseas borrower to her 
current status of overseas lender. Desirable as this may be from a variety 
of points of view, overseas lending adds significantly to inflationary pressures 
by reducing the supply of goods available in Australia. On the other hand 
demand, financed from current incomes and from liquid funds accumulated 
in war-time, is running at a very high level. Gross private investment in 
1947/48 was £350 million, 19 per cent of total national output, compared 
with 3 per cent in 1943/44 and 15 per cent in 1938/39. There are some 
grounds for believing that the rate of increase of private investment may be 
tapering off, but the current high levels of demand for investment goods are 
exerting severe pressure on available resources. The pressure of demand from 
current incomes for consumption purposes is presumably greater than it 
would have been from an equal total of incomes before the war, owing to the 
significant increase in the level of social-service payments. In 1947/48 the 
total of such payments was £94 million, 6 per cent of national income, com- 
pared with £31 million, or 4 per cent, in 1938/39. 

Finally, the Governments of Australia (federal, State and local) are under- 
taking greatly increased purchases of goods and services. Works expenditure, 
owing to the difficulty of getting men and materials, is as yet substantially 
below what governments are planning to spend. Planned projects total 
nearly £600 million, yet actual expenditure on works in 1947/48 was only 
£89 million. The corresponding figure in 1938/39 was £56 million, when 
prices were only about two-thirds of those now ruling. Current purchases 
of other goods and services by governments have risen from £59 million 
in 1938/39 to £150 million in 1948/49. 
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It is clear that Governments, private consumers and investors are trying 
to purchase far more goods and services than are available. This excess 
demand is providing a favourable opportunity for successful pressure by 
wage and salary earners, by farmers and by business-men for higher incomes, 
leading to the familiar upward spiral of prices and incomes. During the 
years 1943 to 1945, wages and retail prices were held practically stable at 
levels about 25 per cent above those of 1939. Since December 1945, retail 
prices, as measured by the official index, have risen above this stable war- 
time level by 16 per cent; wages by 27 per cent. This represents an uncom- 
fortably rapid rate of inflation and is giving rise to anxiety as to how far 
the process will go. Professor Copland, Vice-Chancellor of the National 
University and former Commonwealth Prices Commissioner, considers that 
the rate of price increase will continue at about 10 per cent a year until 
world prices become stable and Australian prices have moved up to them. 

The concomitants of this process, such as loss of the value of savings and 
superannuation allowances, and the relative lowering of the standard of 
living of the professional groups in the community, are a matter of bitter 
experience in the world of the twentieth century. Only greatly increased 
productivity, and perhaps some recession in world prices of staples such as 
wheat, wool, meat, butter, and tea, whose supply is comparatively inelastic, 
can check this tendency. Mr. Chifley has authorized a publicity campaign to 
urge more production, which is officially endorsed by the executive of the 
Australasian Council of Trade Unions. 


The Problem of Taxation 


O finance their greatly increased expenditures, the various Governments 
in Australia raised £420 million by taxation in 1947/48—26 per cent of 
national income. In 1948/49, tax revenue was only £140 million—17 per 
cent of national income. It is true that this tax yield is greater than is 
necessary to cover public expenditure, and that resultant budget surpluses 
are helping to lessen inflationary pressures by removing spending power 
from the hands of the public. It is argued by some that tax collections 
should be increased in order to reduce private spending power still further. 
But high levels of taxation have many undesirable effects. No less than 
£227 million of the total tax revenue is being raised by indirect taxes (mainly 
sales tax, customs and excise duties and pay-roll tax). This reliance on 
indirect taxes, which are so roundly and unanimously condemned by econo- 
mists for their unfairly heavy incidence on the poor, for their distortion of 
market prices and for their interference with an optimum allocation of 
resources, seems strange in a country where the bulk of the tax system is 
determined by Labour Governments. There is little evidence that anything 
is being done to carry out the promise of the war-time Labour Prime 
Minister (the late John Curtin) : “Commodity taxation, particularly on com- 
modities in the consumers’ durable goods class, will be abolished in order 
to bring these unnecessarily expensive goods within the range of the lower 


incomes, and so to raise the general standard of living and the general level 
of demand.” 
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Most other tax revenue comes from steeply progressive income-tax and 
social-service contributions. However effectively such taxes may serve for 
the purpose of redistributing incomes, they undoubtedly have unfortunate 
effects in other directions. Once taxes rise above a certain level, they induce 
pressures for higher rates of tax payable on extra income earned by extra 
effort (brought directly home to workers by the “pay-as-you-go” system 
of collecting taxes) and must inevitably have a deterrent effect on incentive 
to work. Investment in enterprises which might make valuable consideration 
to a community seeking progressively rising living standards, but which 
involve investors in risks of substantial loss, must be deterred by a tax 
system under which governments share heavily in large rewards and provide 
no compensation for losses. Investment in industries subject to wide 
fluctuations is similarly deterred by steeply progressive taxation, though 
many of these highly sensitive industries are vital to economic development. 
Desirable as it would be to reduce heavily the reliance of governments on 
commodity taxes for their revenue, the replacement of any substantial part 
of this revenue by still further increases in income taxes might have even 
worse effects. It would rather be desirable to reduce income tax also. 

In any case, especially with an election due, at the latest, early in 1950, 
decisions on the rate of taxation are being influenced as much by political 
as by economic considerations. Substantial tax cuts were introduced in the 
September budget, at which time the Treasurer estimated a deficit for 1948/49 
of about £17 million. Financial returns to date, however, show revenue in 
excess of estimates and expenditure below estimates. The press is con- 
fidently forecasting further cuts in taxes during 1949. It can only be hoped 
that the incentive to expansion of production offered by the cutting of taxa- 
tion will more than offset the consequent increase of inflationary pressure. 

The majority of the Australian people is opposed to direct controls such 
as rationing, direction of labour, restriction of wages and so on. They 
prefer that whatever public economic policy is being pursued should be 
realized by means of taxation, since that leaves a maximum freedom of choice 
to the individual. It reduces his spending power, but leaves him free to spend 
what he has on whatever consumption and investment he chooses. 

The problem is how to relieve the tax burden. A significant contribution 
to this end has been made by reducing the burden of interest on public debt. 
This process will no doubt continue. Despite the great increase of public 
debt from £1,200 million in 1938/39 to £2,800 million in 1948 the charge for 
public debt service increased from £62 million (8 per cent of national income) 
to only £96 million (5 per cent of national income). 

This reduction in the burden of interest might be supplemented by other 
economies. Much of the great increase in government purchases of goods 
and services, mentioned earlier, is unavoidable, but significant economies 
could be secured by a thorough review and pruning. Further extensions of 
social service benefits should be made only where an obvious need has been 
established. 

Finally, a thorough overhaul of the tax structure itself is urgently 
required. In particular, it would be useful if contributions to the National 
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Welfare Fund, which finances all social services of the Commonwealth 
Government, could be collected in such a way that contributors regarded 
their payments as premiums for social insurance enjoyed by themselves, 
rather than as taxes to which they react with economically adverse responses 
such as reducing effort and avoiding risk. Similarly, the present bases of 
income tax might be re-examined in an effort to lessen its deterrent effect on 
effort and enterprise. Under current conditions a delicate decision has to be 
made to ensure that taxation is high enough to restrain inflationary pressures, 
yet not so high as to deter effort and enterprise. 


The End of Federal Control of Prices 
ho of the current public anxiety about rising prices arose from the 
abrupt abandonment of price control by the Commonwealth Govern- 
ment, as a result of the rejection by the people of its proposal to amend the 
Constitution so as to give it permanent power to make laws with respect to 
rents and prices. 

Price control was introduced by the Commonwealth Government on the 
outbreak of war. In the early stages of war-time expansion, production was 
still more or less adequate to meet demand and there was still a reasonable 
measure of competition among producers. Price control could therefore be 
maintained chiefly on the basis of broad principles which could be interpreted 
and administered by traders themselves. The range of commodities controlled 
was at first limited to the more essential goods; it was thereafter extended 
gradually, so that the Prices Commissioner had time to build up a suitable 
staff and to study the fundamental problems raised by this new control. 

At first, traders were in general allowed to add the percentage margin of 
gross profit which they had added to costs on August 31, 1939. The Prices 
Commissioner could increase margins where they were shown to be inade- 
quate, or reduce them where they gave too high a rate of net profit either 
because of increased turnover or because of their high basic level. 

This element of profit control was subjected to continued criticism through- 
out the whole life of Commonwealth price control. Experience suggests that 
price control inevitably requires reference to the rate of profit. Where such 
control of profits prevents any reward for greater efficiency of production, 
the criticism certainly has point. Yet it is often difficult to distinguish between 
increased profits arising from increased efficiency and those arising from 
profiteering. The failure to reward efficiency probably did not matter greatly 
during the war. But the impracticability of effectively incorporating rewards 
for efficiency in a system of price control was a strong argument in support 
of its abandonment as soon as possible after the war. 

Price control became progressively stricter and more extensive during the 
course of the war until, on April 12, 1943, the Prices Commissioner intro- 
duced a policy of price stabilization, backed by subsidies to producers to 
cover increased costs which could not be met by certain industries. By this 
time, the Commonwealth Government had established all the various controls 
resorted to by countries engaged in total war—such as control of labour, 
of wages, of materials allocation, of capital issues, of imports and exports, of 
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civilian consumption and so on. Price control was simply a logical rounding- 
off of the general structure designed to direct economic activity towards 
maximum war output. 

With this great increase in the strictness and extent of price control came 
strong criticism of its administrative efficiency. It was claimed that decisions 
were arrived at only after long delays and often after only cursory investiga- 
tion. It was also objected that the Prices Commissioner was controlling 
an unnecessarily wide range of goods, such as walking-sticks and dumb 
waiters, thus dissipating the energies of his overstrained staff. The Prices 
Commissioner defended himself on the grounds that in view of the dearth 
of manpower it was important to administer price control with an absolutely 
minimum staff; and that it was essential to control as wide a range of 
goods as possible in order to prevent diversion of productive effort away 
from goods where profits and prices are controlled, towards goods where 
they were not controlied. The delays and inflexibilities introduced into 
production by price control might have been tolerable under war conditions 
where at least there was a fairly clear idea of what was essential. In the post- 
war period, it became increasingly obvious that price control was impeding 
the responsiveness of production to consumers’ needs. 

Finally, a further weakness which was perhaps tolerable in war but not in 
peace was the degree to which decisions of the Prices authorities could be 
described as arbitrary and bureaucratic. It is a fault of the Australian system 
that a technique of administrative law has not been developed. This fault 
was exemplified in the Prices machinery, where decisions were in the hands 
of officials who were not intimately conversant with the industries which they 
were regulating, who were sometimes at a low level both of rank and com- 
petence, and from whose decisions there was no recognized appeal. 

All in all, now that the transition arrangements are well in hand, there is a 
tendency to regard the Prime Minister’s decision to hand price control over 
to the States as having proved a not unsatisfactory way of moving towards a 
free market system. It is generally accepted that the practical effect of State 
price control will be control over fewer goods and abandonment of all 
controls within a relatively short period. As if to emphasize this probability, 
the Victorian Government has named its authority the “Price De-control 
Board”. There were inevitable delays and uncertainties in the transition from 
federal to State controls. There are difficulties inseparable from the existence 
of six separate authorities dealing with commodities which are frequently 
inter-State in character. Nevertheless, the degree of co-operation which has 
been built up between States has surprised most observers. The system has 
been made possible only through the delegation by the States to one of their 
number of authority to deal with each particular industry. How long this 
co-operation will continue remains to be seen. 


Australia, 
January 1949. 
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THE TRANSFER PROBLEM 


T was as late as February 1948 that the “United Kingdom Gold Loan Act” 

passed the Union Parliament. The loan had a variety of motives, but the 
main intention was clear. It was intended as help in the United Kingdom’s 
unexpected dollar crisis of 1947 from a Dominion which felt her dollar 
position secure. South Africa, in the course of the war years, had not merely 
repatriated almost her entire external public debt and accumulated consider- 
able sterling balances, but had increased her gold holdings from rather less 
than £45 million (at market prices) at the end of 1939 to over £290 million 
at the end of June 1946. Her gold holdings were still close on £190 million 
at the end of 1947. When the gold loan was announced in October 1947 
few can have foreseen that within a year South Africa herself would be 
experiencing a severe dollar crisis. 

The accumulation of a large gold reserve, from that part of the current 
production of the Rand mines which was not required to meet external 
payments, was followed as a matter of policy during the war years. The 
intention was to provide a nest egg which would stand the Union in good 
stead after the war, and enable the replenishment of exhausted stocks and 
the re-equipment of obsolete and worn-out capital to be carried out with the 
minimum of difficulty. It cannot be denied that these aims—or at any rate 
the first of them—have been largely realized; but it has caused a great deal 
of surprise that we have come so near the end of our resources of dollar 
exchange while our appetite for imports from the dollar countries remains 
as insatiable as ever. 

A partial explanation is to be found in the actual process through which 
large gold bullion holdings were accumulated by the Reserve Bank. New 
money—that is, bank deposits resulting from the Reserve Bank’s cheques— 
was created in order to purchase the gold from the mines, and this was 
circulated throughout the community as miners’ wages, as payments to 
merchants, farmers and manufacturers who supplied the mines with stores 
of one sort or another, and in other ways. The available supply of money 
in the Union increased from well under {100 million at the end of 1938 
to nearly £295 million at the end of 1944, to £349 million at the end of 
1945 and £402 million in the middle of 1946. Though there was then a drop 
until the middle of 1947, it again increased to £421 million at the end of the 
year and to £455 million on March 31, 1948. Up till March 1946, according 
to the Governor of the South African Reserve Bank, the increase in the 
money supply was caused almost entirely by the passive accumulation of 
gold and exchange reserves which were not required for making remittances 
abroad on account of the Union’s favourable balance of payments. 

About June 1946 there was an abrupt reversal of the balance of pay- 
ments. During the year ending March 31, 1947, there was a decline of over 
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£84 million in the Reserve Bank’s holdings of gold and foreign exchange. 
This was occasioned partly by the settlement of Lend-Lease accounts with 
the United States and by payment of the Union’s subscription to the Inter- 
national Monetary Fund, but mainly by the heavy post-war importations 
which had begun to take place. 

The drain had been foreseen, and was, indeed, welcomed by the Reserve 
Bank. Both the present Governor and his predecessor had pointed out 
that the reduction of our inflated reserves would bring a double benefit, 
since it would involve both an increase in the supply of goods and a decrease 
in the excessive supplies of money. They naturally assumed, also, that the 
drain upon the gold reserve would prove self-limiting, since the satisfaction 
of pent-up demands for goods and the reduction in the supply of money 
would combine to check the demand for imports. In August 1947 the 
Governor said that the accumulated demand for consumer’s goods appeared 
to have been largely met, and that, though heavy imports of capital goods 
were still to be expected, the further depletion of our exchange resources 
was likely to proceed at a much slower tempo than before. 


The Influx of British Capital 


HIS forecast has been belied by events. As has been indicated earlier, 
the volume of money available for spending resumed its rapid growth 
from the middle of 1947; and it is not remarkable that this expansion of money 
incomes, which could be freely converted into foreign exchange, caused 
a further expansion of imports. The automatic check uponan unduly large de- 


mand for foreign exchange, upon which the Reserve Bank had relied, did not 
operate in the absence of a check to the inflation of domestic money incomes. 

The manner in which the increase in our money supplies came about 
contributed to the growth of the balance-of-payments problem. An immense 
influx of capital set in from the United Kingdom about the middle of 1947, 
the amount being officially, if somewhat tentatively, estimated at some 
£180 million during 1947 and the first half of 1948. To a very large extent 
this represented a transfer of British funds into dollar expenditure by way 
of South Africa, whether through the personal outlay of the many wealthy 
immigrants whose behaviour on arrival has all too often done much to 
reconcile urban South Africans with present nationalistic trends, or through 
the personal outlay of South Africans who had sold shares or property at 
inflated prices, or through the use of this additional sterling capital to finance 
the purchase of American or Canadian equipment for industrial enterprises. 

Union importers were thus enabled and encouraged to continue an orgy 
of dollar over-spending as the result of an unprecedented sterling influx from 
Great Britain. This masked the true situation for many months. The gold 
reserves of the Reserve Bank were still nearly £108 million at the end of its 
financial year on March 31, 1948, and, apart from the £80 million gold loan, 
had declined only by some £10 million during the year. Its holdings of 
foreign exchange had increased by over £65 million during the same period. 
A large part of the benefit which Great Britain had hoped to enjoy from the 
Bank of England’s gold-purchase agreement had been nullified by the 
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Union’s drawings upon the sterling pool for dollars to meet her trade deficit, 
and the Union’s opportunities for doing this had been furnished by capital 
transfers of unprecedented size. 


Difficulties appear ahead 


LTHOUGH there is no doubt that the Reserve Bank had been warning 
the Treasury before this of the possible dangers of the situation, the 
former Minister of Finance, Mr. Sturrock, speaking on March 10, was content 
to rely on the probability of a decline in the level of imports during 1948. 
By the time his successor, Mr. Havenga, introduced his budget, in August, 
it was clear that imports from dollar sources alone were continuing at a rate 
well above that of the production of new gold, while the statutory limit of 
the Bank’s gold cover had been all but reached. The introduction of import 
control had been canvassed, but it was still hoped to avoid it, not least 
because the union’s experience of the war-time administration of import 
control, with its different objectives, would have been of limited help in 
meeting a peace-time need for conserving exchange. Nevertheless, Mr. 
Havenga threatened importers that, if import control proved necessary, 
those who had previously over-imported would be penalized when it was 
introduced. In the meanwhile he merely made some relaxations of the Bank’s 
gold-cover obligations, and some minor regulations to restrict the sale of 
foreign exchange for obviously wasteful purposes. 

Unfortunately, to a great extent, the inevitability of import control 
seems to have been widely accepted, and importation from dollar sources 
actually took on a fresh spurt, in anticipation of its becoming subject 
to restriction. At last, on November 5, import control was introduced. It 
comprised four main features. First was the absolute prohibition of the 
import, from any source, of a not very large number of designated articles 
of luxury. Second came a restriction of the amount of dollar exchange 
available to each importer to 50 per cent of his 1947 importations. In the 
third place, provision was made for giving additional quotas for necessary 
imports which would primarily comprise capital goods. Fourthly, Mr. 
Havenga’s threat was implemented by making the restrictions retrospective. 
The exchange quota is to be available for the year running from July 1, 1948, 
to June 30, 1949, so that the importer who had rushed to import in anticipa- 
tion of control might find he had already exhausted his quota. 

It is too early as yet to say how South Africa is going to surmount her 
dollar difficulties. It is plain that she is not surmounting them with import 
restrictions alone, nor can she hope to do so. Merely rationing dollar 
exchange in face of an excessive domestic money supply does not remove the 
root of the trouble, which is that South Africa has been tempted to live 
beyond her actual resources. The Governor of the Reserve Bank has called 
for what is now known as “disinflationary” action to reduce the pressure 
of an inflated money supply. That such action may be sorely needed is shown 
by the plight of the gold mines, already producing appreciably less of the 
urgently required gold than a year or two back, and faced with demands for 
greatly increased wages on account of the high “cost of living”. 
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The Bank alone, however, cannot carry adequate disinflationary measures 
into effect, and we do not yet know the degree of support they will receive 
from the Treasury. The persistent demands which have been made for some 
time past for a devaluation of the South African pound, though they are still, 
apparently, without influential support, have naturally received a fillip from 
the dramatic revelation that ours is far from being a hard currency, and that 
the official dollar parity does not reflect its true international value. 


Is Nationalism Mellowing? 


HE speech from the throne at the opening of the 1949 parliamentary 

session indicated, in addition to less important matters, the Govern- 
ment’s intention to put into effect by “appropriate legislative and administra- 
tive measures” the Nationalist Party policy of apartheid (segregation or 
separation of non-Europeans from Europeans), and to introduce a Bill pro- 
viding for the representation of South-West Africa in the Union Parliament. 
This was followed by the Opposition’s traditional motion of no confidence, 
in the introduction of which General Smuts concentrated his attack upon 
the Government’s colour policy, with particular reference to the threatened 
disfranchisement of the Natives and Coloureds of the Cape Province. 

At the very time of writing, however, the debate has been somewhat 
dramatically interrupted by an amendment moved by Dr. Malan, the accep- 
tance of which will result in the appointment of a commission of members 
of both Houses, on the same basis as a joint select committee, to consider 
the detailed application of the apartheid principle, especially the Native 
question. This proposal may have effects of far-reaching importance upon 
the political scene. It has been clear for some while that differences of opinion 
regarding colour policy do not by any means coincide with party divisions, 
a circumstance which adds greatly to the difficulty of correctly appraising 
the true strength of the present parties or the full implications of the Nationa- 
list victory at the polls last year. That victory was won very largely by an 
appeal to colour prejudice and on the watchword of apartheid. The appoint- 
ment of a commission, however, to consider its detailed application may 
temporarily, at all events, remove this issue from the sphere of party strife. 
It is too early to make predictions, but it may even pave the way to new party 
alignments in the future. The present article, therefore, will deal mainly with 
the outlook for South Africa under Nationalist rule in relation to matters 
other than the future of the non-European population, leaving the latter 
subject to be treated separately in the next issue of THE Rounp TABLE. 

The election triumph of the Nationalist-Afrikaner party alliance has been 
very widely regarded not only as a sharp and very serious blow to English- 
speaking South Africans, particularly those with lively loyalties to the Crown 
arid the Commonwealth, but also as an event heralding the disappearance of 
democratic institutions and the birth of an authoritarian state brought into 
being and maintained by Nazi technique. Those who entertain these fore- 
bodings can find abundant support for their views in the speeches of the 
Nationalist leaders throughout their spell in Opposition and particularly 
during the war. Moreover, they detect in the Nationalist emphasis upon the 
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menace of Communism in South Africa, in the promised Bill to establish a 
national register, in the reorganization of the Commandos of the Minister 
of Defence, Mr. Erasmus, a trend of policy not dissimilar to that which 
marked Hitler’s rise to power. They will maintain that while these indica- 
tions are capable of an innocent interpretation, they take on a sinister aspect 
when the past record of the men who stand behind them is recalled. They 
may well conclude by observing that Dr. Malan’s agreement with South- 
West Afzica by which this territory is to be given a disproportionately high 
number of six seats in Parliament, coupled with the re-enfranchisement of 
the German population, are designed merely to turn a precarious into a secure 
majority which will unhesitatingly be used to change the Constitution, and 
bring into being an “Afrikaner” republic divorced from the British connexion, 
purged of “non-national” elements, and totalitarian in character. It is neither 
easy nor wise to scoff at these fears and forebodings, but it is possible none 
the less to set against them certain important considerations. In the first 
place, not all the Nationalist leaders are republican extremists. Dr. Malan 
himself may be described as a moderate as well as a realist who recognizes 
that political power must rest upon popular support. In the second place, 
it seems most unlikely that the Nationalists’ political ally, Mr. Havenga, 
leader of the “Afrikaner” party, will give his support to extreme measures 
of any kind. He has recently declared his refusal to subscribe to the abolition 
by a bare parliamentary majority of the Cape Native representation in the 
Assembly, and throughout his career he has shown respect for the Constitu- 
tion and for democracy and the rule of law. Without his aid the Nationalists 
cannot maintain control of Parliament and their strength in the country 
would be weakened. Finally, it may even be doubted whether to-day the 
Nationalist Party as a whole are bent upon realizing all the aims they pro- 
claimed while in Opposition. The political leopard, unlike his counterpart 
in the jungle, does under certain conditions change his spots, and conditions 
to-day, both internal and external, are very different from those prevailing 
a few years ago. The whole world scene has changed and, whatever attrac- 
tions Hitler’s totalitarianism may once have had for Dr. Malan and his 
followers, their present fear and hatred of Russian Communism is obviously 
wholehearted and sincere, so that many of them now genuinely welcome that 
closer association with the Western world and even with the Commonwealth 
itself which at one time they regarded as incompatible with, and inimical to, 
true Afrikaner nationalism. Nor can recent attempts to re-define inter- 
Commonwealth relations, with their further emphasis upon the voluntary 
nature of the association and the equality and sovereign independence of its 
members, have been without their influence upon those Afrikaans-speaking 
South Africans who, up to the present, have refused to recognize that the 
Statute of Westminister marked the end of United Kingdom dominance. 


The Economic Interest in Unity 
LY, (prepa sn it is a commonplace of the parliamentary system that the 
bark of the party in opposition is often worse than the bite of the same 
party when it attains to office. It must not be forgotten that the Nationalist vic- 
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tory of 1948 brought to an end a long period of political impotence, and some 
signs are visible that the sense of frustration which impotence engenders is 
yielding, with some of the Ministers at all events, to a sense of real respon- 
sibility for the country’s welfare. It is becoming apparent to them that under 
present economic conditions in South Africa it is not practicable to follow 
the path of narrow isolationism which appeared previously to satisfy 
Nationalist aspirations. Mr. Louw’s attitude at UNO must perhaps be 
excepted from this generalization, but it must be confessed that his critics 
in this country deplored his somewhat arrogant bearing and want of tact 
rather than his fundamental claim that South Africa should be left alone 
to solve in her own way her unique colour problems. In his capacity as 
Minister of Economic Development, however, it is probable that even 
Mr. Louw fully realizes that if the vigorous industrialization to which the 
Union is clearly committed is to be pursued, and if the necessary capital is 
to be found to enable the buried gold of the Free State to counter-balance 
the rapidly declining output of the Witwatersrand area, it is imperative 
that the confidence of investors from overseas be retained. It is impossible 
to believe that the Cabinet as a whole is not aware of this and that they will 
risk serious defiance of world opinion or giving offence to the Union’s 
interested well-wishers in the United Kingdom. 

Allusion has already been made to the possibility of new party alignments 
in the near future. There is talk for example of a Smuts—Havenga alliance 
which would rally the moderates of all parties and exclude the extremists, in 
the same manner that they were excluded when Hertzog and Smuts joined 
forces in 1934. The death of Jan Hofmeyr, tragic loss though it was to the 
cause of liberalism, may well have rendered such an alliance less difficult to 
contrive, and its consummation would unquestionably be very widely ac- 
claimed, especially among the urban voters. But there are evidently various 
obstacles in its way, and at present General Smuts seems disposed to strive to 
maintain the unity and independence of his own party in the hope that the 
economic difficulties which confront the Government will swing public 
opinion once again in his favour. An opportunity may occur to force another 
general election, and a very few seats gained by the United Party from the 
Nationalists would reverse last year’s decision. In short we are passing 
through a period of great political uncertainty with the forces at work very 
delicately balanced. Lacking the gift of prophecy therefore we have preferred 
in this article to present a point of view on the assumption that neither of the 
possibilities referred to will come to pass and that South Africa may well be 
faced with a long spell of Nationalist rule. So much has been said and written 
with respect to the dangers of such a future that it has seemed appropriate to 
attempt an objective appraisement of “Nationalism” in the saddle and to sug- 
gest considerations which enable it to be regarded without extravagant mis- 
giving and even with hope that ultimately good may come of the new réle 
which the Nationalists are called upon to play. 


South Africa, 
February 1949 
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A GOOD WORKING SESSION 


HE parliamentary session of 1948 was one of the most strenuous for 

many years past. It was the working session of the present Parliament, 
which expires at the end of 1949. The House sat on 97 days, the longest 
continuous session since 1936, when the Labour Government enacted its 
first policy legislation. For legislation there has not been a heavier session 
since 1927; 82 public Bills were passed, 13 local Bills and 4 private. When 
Labour came into office it had an independent majority of 55 seats against 25. 
To-day the parties are so nearly balanced that a single defection from the 
Government ranks on a division might have resulted in a set-back. The 
voting was on strictly party lines, the Government usually having a majority 
of from 2 to 4. The best that the Opposition could hope for was to impress 
the listening electorate with its criticism. It protested continuously against 
the perpetuation of war controls and restrictions and demanded the earliest 
possible return to free enterprise. 

The abolition of the exchange rate between New Zealand on the one hand 
and Great Britain (and Australia) on the other caught the National Party at 
a disadvantage. It frankly confessed that the change was inevitable and 
desirable, but loyalty to its farmer support compelled it to argue that the 
change was wrongly timed and should have been brought about gradually. 
Farmers’ organizations were less forthright than might have been expected, 
but Opposition speakers accused the Government of robbing the farmers of 
some millions of the profits which they have been enjoying through the 
operation of the exchange. 

Some slight relaxations of controls were provided, notably in regard to the 
rights of landlords under the tenancy and fair-rent regulations, and an amend- 
ment of the dairy marketing rates which transfers the power to fix prices 
from the Minister to the dairy commission. But on the whole there was a 
definite reinforcement of Labour policy. Bills were adopted extending the 
activity of the State in the operation of air and steamer services and coal- 
mines. There was a determined fight on the Bill to perpetuate price control 
by setting up a permanent stabilization department and consolidating appro- 
priate regulations and statute law which had only been accepted as war 
measures. The acting Prime Minister (Mr. Walter Nash) said that this was 
“one of the Government’s most important policy measures, without which it 
could not wisely continue”. The Bill provides for a permanent commission 
of six, appointed by the Government with a general mandate to control and 
adjust prices, rents, wages, salaries and costs. 


The Liquor Laws 
EW ZEALAND laws for control of the liquor trade have remained for 
almost half a century substantially as enacted in the ’nineties under the 
influence of the vigorous reforming movement. The country was then 
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bitterly divided on the temperance issue, and drunkenness was a major 
social vice. Since 1881 the electors had exercised some measure of local 
control over the issue of licences. In 1893 a law was passed which made the 
licensing districts correspond with the parliamentary electorates. Every 
three years the electors were called to vote upon the three issues of continu- 
ance, reduction and no-licence. On the liquor issue alone parliamentary 
candidates lost or won their seats, and temperance organizations made astute 
use of the position to secure amending legislation. The popularly elected 
licensing committees were not very effective. Sly grog-selling was rampant 
in some of the no-licence districts and after-hours trading was general. On 
such a thorny subject political leaders hesitated to precipitate trouble by 
introducing new legislation. 

Meanwhile advancing settlement disturbed the equilibrium of population. 
In 1891 the South Island had a white population of 345,184 and the North 
281,474. Twenty-five years later there were 448,377 people in the South 
Island and 651,072 in the North. Deserted goldfields still retained the number 
of licences considered necessary in their hey-day. On the other hand, the 
core of the North Island had been opened up, settlers had poured in, and 
some new towns had grown to be cities. Yet they were unable to get hotel 
accommodation in excess of the needs of 1891. At one time 13 districts 
(out of 80) carried no licence (which required the support of 60 per cent of 
the voters). In 1910 the Ward Government, yielding to internal influence, 
abolished the reduction issue and left it to the electors to vote licence or 
no-licence on local option, with an additional vote on the same issues on a 
national basis. Since 1919, when national continuance was carried, the 
electors have voted on national continuance, State control or no licence. 

In 1945 a Royal Commission was set up under the chairmanship of Mr. 
Justice D. S. Smith. Its report* conceded that during the past twenty-five 
years there had been considerable diminution in the social concomitants of 
the trade. Yet there was an imposing tale of abuses. The most radical reforms 
proposed were redistribution of licence and nationalization of the breweries. 
The report was presented in 1946. Since no action was taken in that year or 
1947 the public assumed that once more Parliament was afraid to touch 
such a dangerous nettle. Meanwhile two electorates, Invercargill and 
Masterton, voted for restoration of licences and Parliament approved. 
Community trusts were established to hold licences and conduct the 
trade. 

The session was well advanced when the Attorney General (Hon. G. R. 
Mason) introduced the Licensing Amendment Bill of 116 clauses. From the 
outset it was treated as an agreed measure. The leaders of both parties 
appealed earnestly for its acceptance as an escape from the nightmare of 
agitation. They were so anxious to see it passed that the debates afforded a 
pleasing demonstration of unanimity, which is usually only to be evoked by 
a patriotic occasion. 

The Act provides for the establishments of a Liquor Control Commission 
of three salaried members, appointed by the Government to exercise a general 

* See THE RounD TaBLE, December 1946, No. 145, p. 97: 
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supervision, to prescribe standards of service and accommodation, apportion 
licences to population and to cancel redundant ones. Five licences for every 
additional 50,000 of population is the prescribed ratio. From the money 
paid for new licences compensation will be paid to dispossessed owners. 
Before any new licence is granted the residents within a certain radius of the 
site will be entitled to vote for or against it. 

The hours of trading will be decided by a referendum. At present they 
are from 9 a.m. to 6 p.m. or alternatively a broken day of nine hours between 
9 a.m. and 9 p.m. In no-licence areas which vote for restoration the electors 
may adopt the old-style private enterprise. There is also provision for club 
licences in places where hitherto, with or without lawful authority, they have 
provided a good measure of regulation. The licensing committees, in which 
the public has shown little interest, will be given wider powers. 

The major point on which the Act departs from the recommendations of 
the Royal Commission is in rejecting nationalization of the breweries. 
The Attorney General said: “It might be said that the vote of the 
people is provided for on other issues so why not provide it in regard 
to the breweries? I think that members will agree that the sentiment 
of the people is unlikely to favour taking over the breweries, so that 
the benefit gained by a poll would not be commensurate with the 
effort and the expense involved.” No doubt the Opposition party would 
not readily have assented to this new step. Actually it claimed credit for 
assisting the Labour Government in this retreat from its normal policy of 
ultimate socialism. 

The Act makes ample provision for the exercise of the democratic vote. 
There will still be a national poll at each election on licence or no-licence 
and the option of community trusts. There will be popularly elected licensing 
committees, a special poll to decide upon the system to be adopted in the 
King Country, and polls on proposed new licences. To combat sly grog- 
selling, excessive drinking and absenteeism on heavy-labour undertakings, 
such as saw-mills, bush camps and works projects, licences are to be granted 
for special canteens on such jobs. 


Liquor and the Maori 

N interesting feature of the Bill, and almost the only contested one, is 
the provision for the King Country. After the Maori Wars in the ’sixties 

the disaffected tribes withdrew into the King Country (the western centre of 
the North Island). In this territory, occupied by the Waikato and Ngati- 
maniopoto tribes, the “King” Maori proclaimed an awka#i, or pale, within 
which Pakehas were forbidden to venture. When negotiations were opened 
for the construction of the North Island Main Trunk railway, which would 
pass through this enclave, certain Maori chiefs stipulated that there should 
be no liquor licences in the area. The railway was completed from Auckland 
to Wellington in 1908, and white settlers now outnumber the Maori popula- 
tion by 4 to 1. There was a good deal of illicit traffic in liquor. Though it 
was not possible to prove the existence of the supposed understanding with 
the chiefs, the Commission and public opinion agreed that it should be 
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honoured as far as is possible. The Commission thought, with many Maori 
leaders, that it would be disastrous to permit Maori women to obtain drink 
freely. The Act embodies a suggestion of the Commission that the main 
question of licence or no-licence shculd be decided by separate polls of 
whites and Maoris, a 60 per cent favourable vote in each case being neces- 
sary to carry the licence issue. If that was achieved there should be a second 
poll, of the two races together, to decide whether to adopt community trusts. 
In this instance a bare majority would be required. 

The Maori aspect of the measure had considerable significance. Those 
who demand full equality for the native race contended that they should no 
longer be discriminated against in the matter of liquor. Hitherto it has been 
illegal (in the North Island) to supply Maori women with liquor or to admit 
them to hotel bars (in which, by the way, European women are rarely seen). 
The Act grants to Maoris of both sexes the same freedom in the consumption 
of liquor as is enjoyed by the whites. This decision was received with grave 
misgivings both in and out of Parliament. The Maori Bishop of Aotearoa 
(Rt. Rev. F. A. Bennett, C.M.G.) appealed to those having the highest 
interests of the Maori at heart to take strict measures against the “far- 
reaching effects of sucha dangerous traffic”. ““While acknowledging the effort 
the Labour Government has made to raise the standards of the Maori people,” 
he asked, “has the Government done something to destroy much of its good 
work for the Maori?” In the Legislative Council the only Maori member 
(Hon. Rangi Mawhete) said: “I am afraid that for the first year or two many 
things will happen as a result of this freedom to drink that will have unhappy 
consequences for our people. I can only hope for some improvement in 
Maori education.” 

This was the only part of the Bill upon which the Opposition called for a 
division. The Acting Prime Minister argued that the only way to bring 
the Maori up to the level which was their due was to grant them equal 
opportunities and responsibilities; the only harm they could do was by 
differentiation. Another member of the Government (Mr. Moohan) said 
it was absurd that men who had fought for their country in two wars should 
not be permitted to do what Kanakas, Hindus and Chinese could. The 
Opposition amendment was defeated by 35 votes to 33. The Bill passed on 
December 1, 


The Maori Vote in Parliament 


THER debates gave point to taunts that the Government is kept in 

office by the four Maori votes in the House of Representatives. On the 
Servicemen’s Settlement and Land Sales Bill the Leader of the Opposition 
(Mr. S. G. Holland) said it was intolerable that the Government should call 
upon its Maori supporters to vote for the application of legislation to Euro- 
pean-owned land and in another clause specifically to exempt Maori lands. 
Maori members should not record their votes in favour of the Bill unless 
they were prepared to apply it also to Native lands. Several motions to this 
effect were defeated by 36 votes to 33. The Hon. C. F. Skinner (Minister of 
Lands) held that Maori lands were essentially tribal lands, which could not 
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be sold to any but members of the family, and then only with the approval 
of the Maori Land Court. They could not be taken compulsorily by the 
Government. 

A Bill was passed providing for the compilation of Maori electoral rolls. 
In recent years complaints have been made of impersonation and dual 
voting. Printed rolls may not suffice to prevent this, since many Maoris still 
go by different names at different times and in different districts. “Half- 
castes” are entitled to be enrolled either as Europeans or as Maoris. Under 
the new law they must make their choice, and having voted in one capacity 
they may not be transferred to the other roll within twelve months. 


Labour Manifestations 
ABOUR organizations seem lately to have been exerting an embarrassing 
pressure upon the Government. The Prime Minister pleaded with the 
Federation of Labour not to press a resolution against compulsory training 
for defence until after his visit to Great Britain. An amendment to the 
Political Disabilities Removal Act of 1936 was introduced owing to objec- 
tions made to the application of Union funds to political purposes. It is now 
the law that a Society or Union may make a levy for promoting the interests 
of a political party by a majority vote at a meeting instead of a majority of 
the whole membership. 

In recent negotiations between the Government and the Public Service 
Association the Association has been intensifying, with threats of stop-work 
meetings and other forms of direct action, its demand for a general review of 
salaries. The Government agreed that a Tribunal should be set up similar 
to that which was established in 1944 for the railway service. Thereafter the 
action of the Association became more aggressive, and Opposition members 
pressed the Government to meet promptly some of the Association’s demands. 
A good deal of heat was engendered and Mr. Holland moved to refuse the 
second reading of the Government's Bill, since it was vital to the harmonious 
functioning of State services that employees’ organizations should be fully 
consulted before legislation was enacted. The Government was able to show 
that it had consulted the Association but that agreement had not been reached. 
The amendment was defeated by 37 votes to 34. 


External Interests 
pean ee passed without division Acts for the future administra- 
tion of the Tokelau or Union Islands, and of the Cook Islands. Mr. Nash 
remarked that there was now some truth in the extraordinary statement that 
New Zealand controlled a greater length of territory than any other country. 
The trouble was, he said, that most of it was water! It stretciied from the 
Tokelaus near the equator to the Ross Sea dependency in the Antarctic. 
Acts were also passed extending reciprocity in social security and pensions 
benefits between New Zealand on the one hand and Great Britain, Australia 
and Northern Ireland on the other. 


New Zealand, 
January 1949. 





CEYLON 


CRYSTALLIZATION OF PARTIES 


HE steady determination of the U.S.S.R. to veto Ceylon’s application for 

membership of the United Nations Organization has focused on this new 
member of the British Commonwealth of Nations the attention of the political 
world; and the attendance of Mr. Senanayake at the autumn meetings of 
Prime Ministers in London has brought the island to the public notice of the 
United Kingdom, or at least to that of the small but increasing number of its 
people who follow Commonwealth and international affairs. 

During the short-lived “Soulbury Constitution” and nearly a year of inde- 
pendence, Mr. Senanayake has succeeded in establishing, maintaining and 
strengthening the position of his Government. The division of the House of 
Representatives into Government and Opposition soon after it met in 
November 1947 crystallized out, first of all during, the debate on a resolution 
to accept in principle the Ceylon Independence Bill which had shortly before 
been passed by the House of Commons, as roughly in the proportion of 3 to 
2 in a house of 100 (though in actual fact most of the Opposition declined to 
vote on this particular resolution). That the three agreements with the 
United Kingdom on defence, external affairs and the position of public 
officers, published as a White Paper at the same time as the Bill, were avail- 
able for the discussion of that resolution is of extreme significance, as is the 
Prime Minister’s statement that now Ceylon had a clear right to secede from 
the Commonwealth, but that he himself had no intention whatsoever of 
doing so—a position which he has since consistently maintained. 

The object of his Government was at the outset to avoid defeat on any 
issue, and to unite into a Government parliamentary party, around Mr. 
Senanayake’s United National Party, the groups and independent members 
who, though generally favourable to him, were sometimes inclined to take 
a line of their own. It was necessary to play for time, time in which the new 
and in several cases untried Ministers could get down to the business of 
administration, and time for them to get used to the new idea—to them—of 
collective Cabinet responsibility. Though two Ministers have lost their seats 
as the result of election petitions, and another has recently resigned, the 
growing unity of the Government parliamentary party does not seem to have 
been damaged thereby. Time was also necessary in order to devise a pro- 
gramme of planned development, which took nine months to'emerge. By 
the close in January 1948 of the first and only session of Parliament under the 
Soulbury Constitution this manceuvring had succeeded, and all was ready 
for the formal proclamation on February 4 of Ceylon’s independence as a 
coequal partner in the British Commonwealth of Nations. The ceremonial 
opening of Parliament under the new order by the Duke of Gloucester took 
place a week later, in a specially prepared and beautifully decorated building, 
once a R.A.F. hangar—a marvel of improvisation. 
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The Opposition, at the instigation of the three Marxist sections, decided 
to boycott the celebrations, an attitude consistent with that which they had | 
adopted throughout the previous session. This was to consider the joint | 
partnership with the other nations of the Commonwealth as a “new imperial- | 
ism’’, in which the “reactionary brown bourgeoisie” had joined forces with the | 
“colonial power” of Britain, on which country it was held to be economically 
dependent. It may be remarked that the term bourgeois may fairly be applied | 
to practically every member of both Houses of Parliament, Marxist or other; | 
there are none of the working classes even among the parliamentary repre- | 
sentatives of the three jarring sects of this new political religion. The object | 
of the Marxists—the Communist party in particular—is avowedly to set up a | 
kind of “Social Democrat” stalking-horse of an Opposition and infiltrate | 
behind it according to the well-known Communist technique. To do this 
their preliminary programme has been set forth as the nationalization of | 
large estates without compensation—their definition of a large estate has 
varied from 500 to 25 acres; of transport—the bus companies are their 
particular béte noire; and of foreign trade—this is aimed largely at European 
business houses; also rapid industrialization and the mechanization of agricul- 
ture. Only a handful of independent members, however, have fallen for this 
somewhat impracticable programme. The principal racial minority, the 
Ceylon Tamils, a community that has been in the island nearly as long as the 
Sinhalese themselves and is politically organized as the Ceylon Tamil Con- 
gress, have found it impossible to associate themselves with this plan, and 
have recently come over to the Government side, with some reservations. 
Their able leader, Mr. G. G. Ponnambalam, has been given the portfolio of 
Industries, and another of his party of seven has become a Parliamentary 
Secretary. This change-over has considerably strengthened the hands of the 
Government in the popular House, though it has made the Government 
supporters an even more heterogeneous bunch than before. The communal 
situation, which bulked so considerably when the Soulbury Commission was 
sitting, has thus very markedly changed. The supporters of the Government 
are drawn from every community in the island, whereas the members who 
form the three Marxist groups are, with one exception, all Sinhalese, as 
indeed, again with one exception, are the independent members who vote 
with the Opposition. The group remaining markedly communal is that of 
six members who belong to the Ceylon Indian Congress, for reasons which 
will appear later in this article; they vote with the Opposition, though they 
maintain that they are not Marxists. 


Finance 


WING to the date of dissolution of the former State Council it was not 

possible to put through the annual financial measures at the usual time, 
July-September, and an interim budget carrying on the existing arrangements 
till the end of 1947 was issued on the authority of the old Board of Ministers. 
The new Finance Minister had therefore to get his financial proposals for 
1947-48 through Parliament in December—January, and those for 1948-49 the 
following July-September : in effect these were one budget, for the proposals 
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for 1948-49 contained little change in principle. In his first budget speech 
he indicated that it would be necessary to find nearly 450 million rupees, 
70 per cent of which, he maintained, would be spent on social and economic 
development, and only 1-6 per cent on defence: his omission to include in 
his figures the sums to be spent on food subsidies provoked considerable 
adverse criticism. To find this unprecedented sum, and to try to decrease the 
adverse balance of payments which was reversing the pre-war and war-time 
trend, he announced the imposition of heavy import duties on luxuries and 
“semi-luxuries”; he also announced the imposition of a Business Profits Tax 
with retrospective effect, to replace the war-time Excess Profits Duty, and 
certain increases in Income Tax and Estate Duty. As there has been yet no 
adequate reciprocal agreement between the Governments of the United 
Kingdom and Ceylon for double-taxation relief, the sterling companies have 
been very badly hit by the increased taxation. In the course of his speech the 
Finance Minister referred to Ceylon’s sterling balances, accumulated during 
war-time. There is a deep undercurrent of resentment in Ceylon, as in India, 
over the unilateral way in which these sterling balances were created during 
the war without reference to the legislatures of those countries; and they are 
held to blame for much of the inflation which has had the effect of putting up 
the cost-of-living index to double or more than double that of the United 
Kingdom. This resentment is not unnatural, though of course it entirely 
discounts the dire emergencies of war, and the very large sums expended 
by the United Kingdom Government in the defence of Ceylon against 
Japanese attack, which was in 1942 most imminent. 

Shortly after the Independence celebrations Parliament adjourned till late 
in May. During the recess the Finance Minister visited London to negotiate 
on the sterling balances, and when Parliament reassembled he announced the 
results, The sterling assets were stabilized at £51 million, of which £3} 
million were to be released in 1948 against any deficit in Ceylon’s balance of 
payments. In order to ascertain these figures, a stringent system of exchange 
control was adopted, and this has since been used to keep imports to a 
minimum; together with the high duties put on luxuries and semi-luxuries in 
December 1947, this may have had some effect, though the balance has con- 
tinued to turn slowly against Ceylon, largely owing to the fall in rubber 
prices which is a perpetual anxiety to the Government. Exchange control 
has worked fairly well, owing to the reasonableness shown by the new 
department and the genuine co-operation of most bankers and exporters, but 
it has thrown much heavy work on the banks in particular. 

The new budget introduced no changes of importance, except some 
rectification of the hastily drawn-up Customs tariff of the previous 
December and an increase in estimated expenditure, making a total of 
Rs. 532 million, which, however, included subsidies on food. But the 
Finance Minister’s speech was of much significance, for in it he gave an out- 
line of the Government’s long-awaited Six-year Plan, of which a year had 
already passed—an odd method of computation. The plan is not clearly 
drawn, but it does lay emphasis on the island’s primary need—the production 
of home-grown food. It was necessary, owing to the subsidies on food ever 
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since the Japanese came into the world war, to pass a supplementary estimate 
of Rs. 212 million (nearly £16 million) to cover the expenditure, though this 
sum was met out of savings: but it is estimated that about two-thirds of the | 
food the people of Ceylon consume has still to be imported. Two things are 
required—more acreage under irrigation, and an improvement on the absurdly 
low yield per acre in rice-growing lands, due partly to primitive agricultural 
methods and partly to the use of poor seed. An irrigation scheme has been 
started for putting about 100,000 acres in the Eastern Province under culti- 
vation on a basis of two crops per year, and the forty million rupees contract 
has been given to an American firm: the volume of water in the “tank” (arti- 
ficial lake) under construction will, according to the Minister of Agriculture, 
equal that in all the other tanks in Ceylon put together. Other big irrigation 
schemes are in preparation. Already Ceylon is growing more than twice the 
amount of food grown before the war, but with the rapid growth of popula- 
tion—now nearing 7 millions—it will be necessary to add a large acreage 
every year to the area under cultivation just to cope with the annual increase, 
unless the yield can be markedly improved. Rather vague schemes of in- 
dustrialization were also set out, but not very much can be done in this direc- 
tion until the present scheme for generating hydro-electric power is completed 
in all its three stages—the first stage should be ready next year. The Govern- 
ment is also becoming somewhat alarmed at the increase in unemployment 
and under-employment. The Opposition has concentrated much of its attack 
on the Government for its failure to cope with this problem, but the latter is 
by no means sure that it is so serious as has been made out, and has set its face 
rigorously against the giving of a dole: but schemes of unemployment relief 
are now slowly taking shape. The Finance Minister also indicated in his 
speech that the Government intended to develop social services on the lines 
laid down in 1947 in a report issued by a Commission on Social Services 
under the chairmanship of Sir Ivor Jennings, Vice-Chancellor of the Univer- 
sity. A Social Services Department has been set up, with a Director imported 
from New Zealand, and an official from the I.L.O. has recently been in Ceylon 
to advise on the practicability of a national provident fund, which was the 
scheme most favoured by the Commission. The rate at which the recom- 
mendations of the report can be put into practice will of course depend on the 
financial position. The Opposition constantly presses for this, but so far it 
has shown very little grasp of financial realities. 


Citizenship 


HE most important legislation during 1948 has been that which has 

arisen in consequence of the British Nationality Act, i.e. to define the 
citizenship of Ceylon. Two Bills were passed during August, a Ceylon 
Citizenship Bill and a Bill to control immigration and emigration. After a 
long recess, a Bill to make special provision for Indian residents’ citizenship 
passed the House of Representatives in December, and should have become 
law by the time this article appears. One more Act—a Commonwealth 
Citizenship Act, which will presumably include the “common clause”— 
Part I, Section 1 of the British Nationality Act—is due, and will complete the 
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code, unless the Government decides to bring in an Act to replace the 
Naturalization Ordinance, which the first Citizenship Act repealed. 

This legislation has provoked much controversy. The first Bill, which was 
purposely narrow in scope, provided for two types of citizenship, by descent 
and by registration, in each of which the burden of proving some kind of 
Ceylonese ancestry was liable to be cast upon the soi-disant citizen. There is 
one small exception, that every year twenty-five persons may be given 
citizenship by registration; these are either those former aliens who have 
been naturalized under the old Ordinance, or persons who have “rendered 
distinguished public service or are eminent in professional, commercial, 
industrial, or agricultural life”. It clearly lays down that no dual citizenship 
is permissible. The second Bill gives the Government complete control over 
immigrants and emigrants, on which previous legislation was deficient. The 
main problem to be faced is that of the Indian estate-labour population, of 
whom there are about 600,000; in addition to which another 200,000 Indians 
are otherwise employed. When the hill jungles were originally cleared for 
the planting of coffee, and later of tea, with subsequent clearings at a lower 
elevation for rubber, it was found that while the indigenous population was 
willing to undertake the clearing, it was not as a rule prepared to go on with 
the general routine work on the estates. Rather more than a century ago the 
planters therefore began to import Tamil labour from south India, which 
was more docile, more steady and perhaps cheaper. Since that time a con- 
stant stream of labourers and their families has flowed to and from India, 
though on some estates there are several generations born and bred in the 
island who have never been to India, or at any rate not for more than a short 
visit or two. An even more floating population has drifted in and out 
engaged in domestic service, conservancy work in the harbour and other 
occupations, being those at which the indigenous population were not in 
general prepared to work. When adult suffrage was granted in 1931 as a 
result of the Donoughmore Commission’s Report, a limited franchise was 
given to the Indian resident population, and during the elections of 1947 six 
Indian members were returned for up-country constituencies; other election 
results were undoubtedly influenced by the Indian vote. 


Relations with the Government of India. 


OON after the close of the first world war the Government of India 

began to interest itself in the conditions under which its nationals were 
working in Ceylon, especially on estates, and at its instance several ordinances 
were passed to control those conditions : a special official was detailed by that 
Government to reside in Ceylon and watch over their interests. The estate 
populations did not mix with the Ceylonese, indeed, they were not encouraged 
to do so either by the Government or by the employers; but there were rarely 
any clashes between them in rural districts. In Colombo there were occasion- 
ally signs of racial feeling, and in 1939 an agitation due in part to unemploy- 
ment among urban Ceylonese led to the dismissal and, where necessary, 
repatriation of nearly all Indian workers employed in the public services. 
This led to a severe quarrel between the two Governments, which despite 
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several attempts to come to an agreement has never been settled. This 
quarrel bears directly on the present controversy about citizenship. In | 
December 1947 the Prime Ministers of India and Ceylon met at Delhi to dis- 
cuss the question and, though they came to some measure of agreement, | 
certain points remained unsettled. It was agreed that there should be no | 
question of dual citizenship, that a period of residence should qualify, that | 
Indians who became citizens of Ceylon must conform to the country’s laws 
and that an applicant for citizenship should normally have had his wife and 
minor children residing with him. The Prime Ministers differed, however, | 
on the length of the qualifying period, on the power, on which Mr. Sena- | 
nayake insisted, to repatriate persons who had no adequate employment or | 
means of subsistence—Mr. Nehru wished to limit this to the repatriation of 
“vagrants and destitutes” only—over a disability which would be entailed | 
by certain Indian marriage customs and over details of the methods pre- 
scribed for the acquiring of citizenship. Letters and telegrams continued to | 
be exchanged till about October, and though Mr. Senanayake slightly 
relaxed some of his original conditions, he did not go nearly far enough for 
Mr. Nehru, who adhered rigidly to his original criticisms, and finally closed 
the correspondence; it is commonly held in Government circles in Ceylon 
that his stiff attitude is due to the prompting of the Ceylon Indian Congress. 
When the Indian Residents Citizenship Bill came before the House of Repre- 
sentatives in December last, that body took a very strong line, and was sup- 
ported by-all sections of the Opposition and by three out of the seven Ceylon 
Tamil Congress members. The Tamil Minister of Commerce and Trade, 
whose objection to the Bill was known, resigned over the issue, but the 
newly appointed Minister of Industries, the leader of the Tamil Congress, 
voted in its favour. 

If the estate labourers could be left to themselves to decide, it is improbable 
that many of them would opt for Ceylon citizenship, owing to their strong 
attachment to their homeland, and to their migratory habits during the 
last hundred years. It is, however, fairly obvious that the Indian mem- 
bers in the Parliament, whose influence on the estate-labour population 
is considerable, will lose their seats if, as seems almost certain, citizenship is 
made a condition for possessing the franchise at the next general election; 
they therefore pressed strongly for the terms under which citizenship could 
be acquired to be made as wide as possible, and they will probably do all they 
can to induce as many resident Indians as possible to take it up. It is un- 
fortunate that the fairly narrow gap between the two sides cannot be bridged, © 
but Mr. Senanayake has gone as far as he can, bearing in mind the sense of 
injustice that exists, partly among the Kandyan peasantry in the hills who 
have always resented the taking over of their jungle lands for plantations, and 
whose representatives resent the political power exercised by the estate 
Indians and the Indian M.P.s; and partly among the urban unemployed. 
Many intemperate speeches were made during the debate on the Bill by 
members from Kandyan constituencies, and the debate itself was about the 
poorest in quality that has taken place since the present Parliament began. 
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On the part of the Ceylon Indian Congress there have been vague threats of 
| strikes or hartals, and the position at the end of 1948 was disquieting. 


Economic and Political Prospects 


QUALLY or even more disquieting are the prospects for the island’s 

economic future. As in so many countries to-day, Government expendi- 
ture on social services has gone up by leaps and bounds, and there has been 
a big rise in labour costs, if not in real wages. Ceylon has probably a 
higher standard of living than any Eastern country with whose products it 
competes; and whereas improved social and educational services are a long- 
term plan of improvement, the principal short-term effects are liable to be an 
increased movement towards urban and “white collar” employment, and a 
marked increase of population. Signs are not wanting that the quality of 
labour may improve, but this may take a generation or two, and many of the 
trade unions are repeating the classic trade-union error of recommending a 
*‘ca’ canny” policy to the labourers, to which they take very kindly. Trade 
unionism is ill organized, and does not prevail to any extent except in towns 
and on the plantations. But ill-judged trade-union action may bring about 
severe dislocation in a country which relies for so much of its revenue on 
exports of primary products. Outside its exports the economy of Ceylon is 
mainly that of a peasant agriculture, not completely self-sufficing; moreover, 
as far as the export economy is concerned, the terms of trade have moved 
considerably against it. The major portion of the revenue comes directly and 
indirectly ‘rom the export trade in tea, the greatest contributor, in rubber, 
now very :nuch in the doldrums, and in coconut products. The tea position 
is a little snaaky: in coconut products there might be good prospects were it 
not for the fact that the majority of the owners of coconut estates have failed 
to replant judiciously or to keep the soil well enough manured; unless 
adequate steps are taken for the rehabilitation of the industry, production 
must inevitably fall off. Thus, like so many other countries to-day, the 
economic future of Ceylon is going to depend on the application to land 
producing cash crops of more scientific methods, both in management and, 
to a less degree, in mechanization; on harder and better directed work on 
holdings and estates alike; and on the degree of competition from other 
countries. The leaders of Ceylon are justifiably pleased with themselves for 
having obtained their independence without riot, bloodshed or economic 
upheaval: but their previous history has accustomed them far too much 
to the idea that almost anything can be done through the intervention 
of a well-meaning Government, and they have not all yet realized that an 
énthusiastic nationalism is no substitute for hard work and clear economic 
thinking. 

Thus the political future of Ceylon, the prospects of which are certainly 
bright, can too easily be marred by economic uncertainty or crisis. If the 
country manages, by luck or by judgment, to maintain something like its 
present economic position, the promising start made should eventuate in a 
reasonably stable parliamentary Government. The discrete character of the 
Opposition is a handicap, and it is probable that the representation of 20 per 
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cent of the constituencies by Marxists of varying shades makes this particular 
ideology considerably over-represented. There is within the ranks of the 
Government supporters the material for at least two political parties divided 
on non-communal lines. If the Government can persuade the country by the 
time of the next election that its efforts at reform and social improvement 
have been successful, a satisfactory party system might come about, with the 
reduction in numbers of Marxist representatives to a largely nuisance value. 
In the meantime the task of holding together the heterogeneous elements of 
the present Government parliamentary party appears to depend entirely on 
the political sagacity and breadth of vision of the Prime Minister. Up to date 
he has displayed these qualities to a marked degree. He is no orator, as are 
several of his supporters and more of his opponents, but both his speeches 
and his policies are marked by sound common sense and statesmanship, com- 
bined with considerable political adroitness. His reputation in the country 
stands deservedly high, and seems to be increasing. Much, therefore, will 
depend on the way in which he maintains it, and on the state of his health. 
He has gained the confidence of most of the minorities. Hence, if he lasts 
till the next election, and there is no serious economic crisis, Ceylon should 
have a future as good as or better than any other country in South-east Asia. 


Ceylon, 
January 1949. 
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